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ABSTRACT 
A g r i c u l t u r e i s t he main occupat ion of the 
Indian peop l e . The importance of a g r i c u l t u r e in main-
t a i n i n g and s u s t a i n i n g the economic I n f r a s t r u c t u r e of 
India can no t be over s t r e s s e d . Ind ia i s p r i m a r i l y an 
a g r i c u l t u r a l coun t ry . The f a c t t h a t s even ty per c e n t 
of I n d i a ' s popv-lation i s employ^'j in a g r i c u l t u r e and 
a l l i e d a c t i v i t i e s makes a g r i c u l t u r e the l>ackbone of 
Indian economy. A g r i c u l t u r e p rov ides rav?-mater ia ls t o 
the i n d u s t r i e s . At p r e s e n t , about 50 per c e n t of our 
expor t s c o n s i s t of a g r i c u l t u r a l a c c o m o d i t i e s . 
A g r i c u l t u r e a l s o b r i n g s about an i n c r e a s e in 
the Government 's r e v e n u e s . I t p rov ides t h e food fo r 
he r 700 m i l l i o n people and 383 m i l l i o n l i v e s t o c k . Thus 
the s i g n i f i c a n c e of a g r i c u l t u r e in our c o u n t r y a r i s e s 
from the f a c t t h a t t h e development of a g r i c u l t u r e i s 
an e s s e n t i a l c o n d i t i o n f o r the development of the 
n a t i o n a l economy. 
I t i s in t h i s background t h a t t h e p r e s e n t s tudy 
assumes s p e c i a l s i g n i f i c a n c e . The p r e s e n t s tudy aims 
t o examine the p l i g h t of smal l and medium-sized farmers 
who c o n s t i t u t e the bu lk of r u r a l h o u s e h o l d s . An a t t empt 
has been made t o i d e n t i f y the needs and problems of 
small farmers and to suggest measures to tackle these 
problems. The Importance of the present study can not 
be over-emphasised in a country like India where about 
70 per cent of the work force is engaged in agricultural 
and allied accupations. 
We can not overlook the needs of rural 
development because it has its impact on the ec,-.noir.lc 
development of our country. If we want to achieve a 
notable progress on the rural front. The banking 
industry will have to come up on the for^ ifront with 
new packages to farmers like ^ igh yielding varieties 
of crops, new fertilizer combination, plant protection 
devices, use of modeim and efficient implements as well 
as measxires for land reforms, credit and marketing 
facilities and reduce protection risks as well as 
price tincertainties. This is an uphill task for the 
banks with the advance technical know hovr, marketing 
and financial assistance. 
Bank nationalisation was a land mark in the 
post-independence history of India. Banks in the 
begining were mainly oriented towards ui'ban 
development and industrialisation of the country. 
Therefore, it was strongly felt that farming sector 
and small scale industries should be adequately financed 
through an expanded network of banking operations. 
Consequently, many leading banks were nationalised in 
July 1969 with a view to provide more credit facilities 
to agricultxiral sector to bring out rural development. 
The government has introduced nevr programmes 
and policies for the development of agriculture. But 
it is unfortunate that the farmers are still destined 
to suffer due to certain impediments in the agricultural 
development. The present survey revealed that problems 
such as floods, droughts, hailstorm, frost, inadequate 
and xintimely supply of farm inputs, lack of credit 
facilities, fragmentation of holdings, improper arrange-
ments for storage and lack of marketing facilities 
and so on are the main barriers for farmers for 
developing their farms. 
India is predominantly a land of small size 
farmers and tillers. It is, therefore, necessary 
that the small size land holders be brought out their 
centuries old poverty, illiteracy and stagnation. 
More facilities of agricultural credit should be 
extended to them by nationalised banks. In fact. 
there Is a close relation between the development of 
Indian economy and Indian agrlcultvire on the one hand 
and development of Indian agriculture and the 
development of small size farmers, on the other hand. 
Indian economy can not develop with out the development 
of Indian agriculture and Indian agriculture cannot 
develop without the upward mobility of small size 
farmers. 
Objectives of the study 
The objectives of the present study are: 
i) To examine the pattern of financ:lng of small 
and medium sized farms by nationalised banks with 
reference to scwne selected districts in U.P.; 
ii) To assess the impact of credit supplies on 
the productivity of farms. 
lii) To identify the problems faced by small farmers 
in getting finance from nationalised banks; and 
iv) To suggest remedial measures to tackle the 
problems faced Ivy small and medium farmers who form 
the majority of operational holdings in our country. 
Apart from the main objectives of the thesis 
discuss above there were certain secondary objectives 
of this study which are given below: 
i) to study the importence of agriculture in the 
national economy; 
ii) to study the historical development of the 
banking industry in India, its structural set 
up, and to examine the performance of nationalised 
banks in financing agriculttire including farm 
operations; and 
iii) to examine the role of nationalised banks in 
financing agricultxire in the context of high 
priority accorded to this sector by the government. 
Methodology 
The analysis of the pattern of financing of 
small and medium sized farms by nationalised banks in 
based on secondary data collected from resports, 
publications, bulletins of R.B.I, and nationalised 
banks. For the purpose of conducting a survey to 
find out the problems of some selected small and medium 
sized farms in uttar Pradesh. We have prepared two 
different questionnaires to collect information from 
the borrower and non-borrower farmers. 
Uttar Pradesh has been divided into three 
regions western, central and eastern. The six 
representative districts, namely, Saharanpur and 
Muzaffarnagar from Western region, Badaun and Aligarh 
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from Central region, Bast l and Paizabad from eas tern 
region have been selected for the purpose of t h i s 
study. 
The l i s t of 300 borrower farmers was co l lec ted 
from na t iona l i sed banks of sample d i s t r i c t s by which 
they were financed. This sample xinit has been fur ther 
s t r a t i f i e d in to small, medium and large farmers in 
the r a t i o of 3:2:1 respec t ive ly . An equal number of 
non-borrower farmers has been selected randomly from 
the sample a reas , thus, forming a t o t a l of 600 sample 
farmers. These farmers were asked quest ions with the 
help of two d i f fe ren t quest ionnaires prepared 
separa te ly for pa r t i c ipan t and non-par t ic ipant farmers. 
The farmers thus selected were contacted personal ly 
and they were interviewed to find out the problems 
faced by them in ge t t ing finance from the branches of 
na t ional i sed banks s i t ua t ed in t h e i r resjpective areas . 
Importance of the study 
The suggestions made on the bas is of present 
work, i t i s hoped, would be useful for the banks in 
r e s t ruc tu r ing t h e i r f inanc ia l operations and to improve 
the i r lending prac t ices towards the farmers. Not only 
the f inanc ia l aspect i s covered under the present 
study but a lso several non-f inancial fac to rs l ike 
new technology, high y ie ld ing v a r i e t i e s , small 
irrigation, farm reforms have been briefly discussed 
and corrective measures have been suggested. Therefore, 
it is likely that If these corrective steps are taken 
by the banks at the right time, the small and medium 
sized farms will prosper at a comparatively faster 
rate. 
The present study assumes special significance 
for it examines the plight of small farmers who 
constitute the bulk of holdings in U.P. The constraints 
faced by the small and medixim-sized farrwsrs must be 
looked into by the economic planners and policy makers 
in this country. To meet these challenges effectively 
the present study suggests strategies and policies to 
be pursued by nationalised banks for rxiral development. 
It is hoped that the findings of this study 
will go a long way in revamping the financial systems 
of nationalised banks to streamline the flow of credit 
to small and medium sized farmers in Uttar Pradesh. 
Summary 
Agricultxire In India occupies a place of 
prime importance in the economic l i f e of the coxmtry. 
Modem agr icu l tu re requ i res a proper dose of high 
yielding v a r i e t i e s seeds, chemicals, f e r t i l i z e r s 
i r r i g a t i o n e t c . The requirements of modern agr icu l tu re 
can not be met by the Indian farmers from t h e i r own 
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savings. So there is an increasing demand for 
agricultural credit. The agricultural credit facili-
ties play a catalytic role in bringing about a 
revolutionary change, A proper dose of farm credit 
introduces technological sophistication apart fr<»n 
giving a healthy, competitive and commercial turn to 
agricultural production. 
The data show that much has been done in post-
independent India with a view to uplift the small 
size and marginal size farmers and to provide 
necessary wherewithal to these sections of Indian 
society which form the bulk of its population. The 
nationalised banks have done well in meeting out the 
capital and current expenditiire of farmers by providing 
them agricultural advances. However, much needs to 
be done to ac^ meliorate the conditions of agriculturists 
if India is to etnerge on the industrial and agricultural 
map of the world. These banks need to msike intensive 
and extensive surveys of the credit needs across the 
length and breadth of U.P. in order to formulate 
appropriate plans and programmes for the upliftment 
of small size and marginal farmers. The sxirvey data 
show that those farmers who utilised the bank 
facilities in obtaining loan for their agricultural 
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purposes where found better off than those who did 
not utilise the bank facilities. Those who sought the 
help of the banks were able to develop their farina by 
the use of modern techniques. 
The study concludes that although nationalised 
banks have played a significant role in providing 
agricultural credit but more needs to be done in this 
sphere. The regular and proper supply of credit can be 
instrumental in increasing the production and income 
per acre of borrower farmers. The survey data discover 
many obstacles that come in the way of farmers in getting 
loans fron the nationalised banks. The nationalised banks 
should simplify their lending procedtire and establish 
an expanded network of branches in the rural areas. 
These branches should have a rtaral orientation and 
cater to the needs of small farmers. 
The focus of this study is financing pattern 
of small and medium sized farms in U.P, by nationalised 
banks. The study contains 6 chapters. Besides the 
first introductory chapter, five other chapters have 
been planned. 
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Chapter 2 describes the role of commercial 
banks in financing agriculture. Historical perspective, 
growth of nationalised banks and groupwise distribution 
of advances to agricultural sector are dealt with in 
this chapter. 
Chapter 3 contains an analysis of the pattern 
of financing of small and medium sized farms in Uttar 
Pradesh by the nationalised banks. 
Chapter 4 examines the impact of credit supplies 
on the productivity of farms in respect of changes in 
cropping pattern and per acre net income of farmers. 
Chapter 5 identifies the general problems as 
well as specific problems of farmers. The data for 
specific problems is obtained with the help of 
questionnaires. 
Chapter 6 contains the conclusions and 
suggestions of the study. 
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PREFACE 
Contemporary agriculture is becoming more and 
more capital intensive and it has become extranely 
difficult for the Indian farmers to meet out their 
requirements on their own. So there is a greater need 
for the mobilisation of savings and investments on the 
part of financial institutions. After the advent of 
nationalisation, banks have become the nucleus of our 
corporate financial life and they will have to play a 
vital role in the years to come. 
An analysis of agricultural assistance programme 
in India brings out the fact that credit is not only 
insufficient but also inequitably distributed among 
people with a known bias towards affluent sections of 
farming community. Also there is an over-lapping of 
jurisdiction in view of the fact that different agencies 
are involved in the planning, administration and 
implementation of agricultural programmes. Ttiexre is, 
therefore, a strong case for unification of various 
financial institutions to achieve coordination and 
effectively carter to the credit needs of under-priviledged 
sections of farmers. 
There has been a gradual shift towards micro-
economic planning and nowdays regional level planning 
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is considered to be more suitable for the rapid fiocio-
econcMttic progress of the country. In view of the saiue, 
district level banking planning is widely carried out 
to foster balanced growth of various regions. This 
study is a humble presentation which examines the issues 
and pattern of financing of small and medium sized farms 
in U.P. by the nationalised banks and suggests measures 
for revamping the agricultural credit programmes for the 
benefit of farming community. 
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Chapter i 
INTRODUCTION 
India i s predominantly an a g r i c u l t u r a l country. 
Agriculture cons t i tu tes the most important sector of 
Indian economy. Nearly 70 per cent of I nd i a ' s population 
i s dependent on agr icul ture and a l l i e d occupations. I t 
cont r ibutes about 42 per cent of the gross na t iona l 
product (GNP) and contr ibutes d i r e c t l y and i n d i r e c t l y 
about 60 per cent of the t o t a l expor ts . 
I t i s a truism to say tha t the p rosper i ty of the 
people of India i s c lose ly linked with the development of 
a g r i c u l t u r a l sec tor . Although India possesses great 
na tura l and other advantages in the f i e ld of ag r i cu l tu r e , 
ye t the production performance of th i s sec tor has not 
been s t e a d i l y sa t i s f ac to ry . To increase production 
su f f i c i en t l y so as to achieve a higher r a t e of per capi ta 
consumption, i s the need of the time. The production of 
foodgrains which had r i sen to the level of 10.8 crore 
tonnes in 1970-71, declined to 10.5 crore tonnes in 
1971-72 and to 9.7 crore tonnes in 1972-73. During the 
crop year 1973-74, foodgrain production marked a recovery 
over the previous years but declined again in 1974-75. 
During 1975-76 foodgrains production rose to a level of 
12.1 crore tonnes. In 1977-78 i t was 12.64 crore tonnes 
and rose to 13.19 crore tonnes in 1978-79. Due t o wides-
pread drought, production of foodgrains in India dropped 
sharply to 10.97 crore tonnes in 1979-80. Production of 
commercial crops pa r t i cu l a r l y sugarcane and o i l seeds 
a lso decl ined, production of foodgrains during 1981-82 
reg i s t e red an increase of 2.7 per cent from 129.6 mil l ion 
tonnes in 1980-81 to 133.29 mil l ion tonnes in 1981-82 
and to 129.52 mill ion tonnes in 1982-83. According to 
the economic survey for 1985-86 the overa l l foodgrains 
production in 1983-84 was 152.37 mil l ion tonnes but the 
production declined to 14 6.22 mill ion tonnes in 1984-85. 
Among the many problems the country i s facing 
population explosion i s the most c r i t i c a l . The problem 
of population growth and demand for more and b e t t e r 
food, can not be tackled e f f ec t ive ly unless the production 
i s s u b s t a n t i a l l y increased. Agricul tural production in 
India has to maintain a balance between population 
growth, i t s food and prote in requirements and the 
generation of employment. This c a l l s for the need to 
achieve new heights in a g r i c u l t u r a l development. 
1. Economic Survey, 1985-86, p . 6 . 
Agricultural development Is much more comprehensive 
concept than normally understood, productivity is only one of 
its dimension. Agricultural development in a true sense, 
denotes the quality of the agricultural system of a 
region in terms of productivity, diversification and 
commercialization. The level and the rate of agricultural 
development may also be distinguished. The former represents 
a picture prevailing at a particular point in time while 
the latter stands for the progress achieved over a given 
period of time. 
India has a total area of 329 million hectares 
of which nearly 145 million hectares constitute the net 
cropped area and the gross cropped area being 173 million 
hectares. The fundamental point of concern, however, is 
low agricultural productivity per acre. The reasons for 
the low yield are the uneconcxnic size of holdings, the 
fragmentation of land holdings, the defective land tenure 
system characterised by high rents, lack of adequate 
credit facilities to the farmers, absence of irrigation 
facilities and excessive pressure of population on land. 
The other reasons are low level of farm technology and 
wide variations in agricultural output due to vagaries 
of the mansoon. 
A new strategy for agricultural development is 
being implemented from 1966-67. It includes the use of 
High Yield Varieties (HYV) seeds over large areas, 
developments of irrigation facilities, adequate and 
balanced use of fertilizers, adoption of need based 
plant protection measures, and a well organised and 
systematic supply of inputs including credit through 
institutional and other financing agencies. Efforts 
are also being made to bring science and technology 
closer to the farmers through education and training. 
An increase in productivity requires the 
adoption of improved technology in the form of high 
yielding varieties of crops, new fertilizers ccxnbinations, 
plant protection devices, use of modern and efficient 
implements as well as measures for land reforms and 
farm development. 
It is said that 'finance' is the pivot through 
which economic science clusters. The strategy for 
agricultural development must include among other things 
adequate and systematic supply of credit to the farmers 
to enable them to meet their essential requirements. 
This study attempts to analyse the pattern of financing 
of small and medium sized farmers in U. P. by the 
nationalised banks ao as to suggest suitable policies 
and strategies for agricultural developments in general 
and farm d e v e l o p m e n t i n p a r t i c u l a r . 
AGRICULTURE AND THE NATIONAL ECONOMY : 
The i m p o r t a n c e of A g r i c u l t u r e i n t h e c o n t e x t of 
I n d i a n economy can be j u d g e d from t h e f a c t t h a t i t s 
p rob lems and p l a n n i n g f o r b e t t e r p r o d u c t i o n have a t t r a c t e d 
c o n s i d e r a b l e a t t e n t i o n of I n d i a n E c o n o m i s t s , S c i e n t i s t s , 
P l a n n e r s and P o l i c y M a k e r s . 
A g r i c u l t u r e forms t h e b a c k - b o n e of I n d i a n economy. 
D e s p i t e r a p i d p a c e of i n d u s t r i a l i s a t i o n d u r i n g ^ t h e p l a n 
p e r i o d , a g r i c u l t u r e s t i l l o c c u p i e s a p r i d e of p l a c e . The 
i m p o r t a n c e of a g r i c u l t u r e a r i s e s from t h e f o l l o w i n g b a s i c 
f a c t s : 
F i r s t , i t i s t h e most i m p o r t a n t s e c t o r of 
I n d i a n Economy c o n t r i b u t i n g n e a r l y a l i t t l e l e s s t h a n 
h a l f of t h e n a t i o n a l i ncome . Out of t h e t o t a l n a t i o n a l 
income in 1 9 4 8 - 4 9 , o u t p u t from a g r i c u l t u r e was of t h e 
o r d e r of 4 9 . 1 p e r c e n t . I n 1955-56 i t c o n t r i b u t e d t o 
4 7 . 9 p e r c e n t and i n 1960-61 t o 5 2 , 5 p e r c e n t . S i n c e 
1 9 7 1 - 7 2 , t h e p r o p o r t i o n of a g r i c u l t u r a l income t o t o t a l 
income h a s r a n g e d be tween 4 0 . 6 p e r c e n t i n 1979-80 t o 
5 0 . 6 p e r c e n t i n 1 9 7 0 - 7 1 . •*" 
1 . Memoria, C .B. R u r a l C r e d i t & A g r i c u l t u r a l C o o p e r a t i o n 
i n I n d i a , 1 9 8 3 , p . 4 . 
n 
Second, agr icul ture dominates the country ' s 
economy to such an extent t h a t nearly 72.05 per cent of 
working population is dependent on a g r i c u l t u r e , where 
as in developed countries t h i s r a t i o i s very small . This 
indicates tha t the majority of the people in India are 
s t i l l dependent on agr i cu l tu re as t h e i r main source of 
l ivel ihood. The high proportion of people dependent on 
agr icu l ture i s due to the f ac t tha t a l t e r n a t i v e non-
ag r i cu l t u r a l a c t i v i t i e s have not been developed to absorb 
the rapidly growing population in the country. This i s 
an indicat ion of the fact t h a t a high proportion of 
working population engaged in agr icu l tu re i s a phenomenon 
found in underdeveloped and developing coun t r i e s . 
Third, agr icul ture has been the source of raw 
materials to Ind ia ' s leading indus t r i e s , cot ton and ju t e 
t e x t i l e s , sugar, tobacco, edib le and non-edible o i l s , 
lea ther , p lanta t ion e t c . These indus t r ies depend on 
agr icul ture d i r ec t l y for the supply of raw-mater ia ls . 
Besides many others , processing and preservat ion of 
f ru i t s and vegetables, dal mi l l ing , r i c e husking,gur 
making, o i l crushing and handloom weaving a l so draw on 
agr icu l ture for t h e i r raw mater ia l . 
Fourth, agr icu l ture by employing about 72 per 
cent of the t o t a l population provides a large p a r t of 
o 
u 
the market for Industrial goods. To the extent that 
modern agricultural practices are adopted, the demand 
for inputs like seeds, fertilizers, pesticides, 
agricultural implements, machinery, piomps and consumer 
goods goes up and sustains, a larger industrial tempo. 
It is worth noting that the development of Japanese 
and Russian industrial economics was made possible by 
the surplus of agriculture that could be siphoned off to 
the industrial sector. There is no reason why this could 
not be done in our case. 
Fifth, agriculture is the main support for 
railway and roadways, which transport bulk of agricultural 
produce from farms to the mandies and factories. Internal 
trade consists of mostly of agricultural products. Besides, 
Government also depends, for its revenues to a large 
extent, upon the agricultural sector. 
Sixth, agriculture contributes a large proportion 
of India's traditional exports. Agricultural goods 
contribute roughly about 50 per cent of our total exports. 
Exports earnings from agricultural products amounted to 
1, Memoria, C.B., Ibid, p.5. 
Rs.305 crores in 1965-66 as against Rs.281 crores in 
1961-62. In 1969-70, i t amounted to Rs.350 crores 
and to Rs.910 crores in 1977-78 and Rs.l090 crores in 
1978-79. The chief items of t r a d i t i o n a l exports being 
t ea , coffee, cashewnuts, sp ices , tobacco (raw and 
manufactured), raw hides and skins , raw j u t e , raw cot ton, 
sugar ju te and cotton t e x t i l e s , leather goods, o i l cakes, 
vegetable o i l s , nuts and cerea l s e t c . The exports of 
these items bring the much needed exchange for import 
of machinery, chemicals, t r anspor t equipments, heavy 
c a p i t a l goods, f e r t i l i z e r s and technical know-how. 
Agriculture a lso brings about an increase in the Govern-
ment' s revenues - both d i r e c t l y as well as i n d i r e c t l y . 
Seventh, agr icu l ture provides food for more 
than 700 mill ion people and 383 mill ion l ives tock . The 
two outstanding features of a g r i c u l t u r a l production in 
India are the wide var ie ty of crops and the preponderance 
of food over non-food crops in as much as about 80 per 
cent of the area under cu l t i va t i on is devoted to 
c e r ea l s , pulses and small m i l l e t s . 
The significance of agr icu l tu re can be judged 
from the fac t tha t the development of ag r i cu l tu re i s an 
1. Memoria, C.B., Ib id . , p . 5 . 
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essential condition for the development of the national 
economy. Nurkse argues that "the surplus populatiort in 
agriculture should be removed and used in the newly started 
industries. Nurkse's thesis is that agricultural 
productivity will be increased on the one hand and on 
the other new industrial units would be set up with the 
use of surplus labour" . The argument put forward by 
Nurkse seems to be soxind and rational and Nurkse thesis 
needs the attention and serious consideration by the 
economic planners and policy makers of the country. 
Thus, it may be said that agriculture is the 
backbone of Indian economy and development of agriculture 
is a necessary condition for the growth of Indian 
economy. Kconomic historians generally concur that 
there is no example of achieving development in a country 
in which a rise in agricultural productivity did not 
precede or accompany industrial development. The Rostow 
stages theory of Growth has historically observed that, 
"agriculture plays a distinct but multiple and converging 
role in the transitional process of the take off in to 
self sustained growth". The operation of planned 
development in India over the last 35 years bears witness 
to this fact. The performance of the last three Five Year 
Malhotra, Agricultural Economies, 1986, p. 39. 
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Plans and three one year plans has c l ea r ly shown tha t 
the est imation of a high but sustained r a t e of increase 
in per capi ta output in India (from Rs.559 in 1960-61 
t o Rs.721 in 1978-79 at 1970-71 pr ices , and a t 
Rs.677.8 in 1979-80) i s d i f f i c u l t to achieve without a 
strong development base in her ag r i cu l tu re" . 
I t can, therefore, be said tha t agricultxore 
occupies a major place in the d u a l i s t i c s e t up of the 
na t ional economy. I t s development operation has snowball 
e f fec t over the whole of Indian economy. I t cons t i t u t e s 
the most important cons t ra in t on the process of growth 
because i t conditions and determines the overwall r a t e 
of growth of the economy by supplying food for the 
population, by supplying some basic raw mater ia ls for 
expansion of ce r ta in consumer goods i n d u s t r i e s , by 
enlarging the demand for i n d u s t r i a l output through 
increase in ag r i cu l t u r a l income and through extending 
the capaci ty to absorb the monetary flow of i n d u s t r i a l 
investments, by employing a large pool of laboiir force, 
and by r a i s i n g foreign exchange earnings through 
expor ts . Despite i t s a l l important ro le in the na t iona l 
economy, i t i s unfortunate t ha t Indian ag r i cu l tu re 
continues to be backward, lacks e f f i c i en t management 
and con t ro l . 
1. Memoria, C.B., Ibid, p . 5 . 
1 
Dr. Swaminathan observes, "Agriculture Is the 
most important enterprise of harvest in solar energy 
and of creating renewable wealth. It provides vast 
scope for meeting our needs of food, income and jobs 
through the scientific utilisation of our natural 
resources. The absolute maximiim production potential 
of India in terms of grain equivalent has been calculated 
to exceed 4,000 million tonnes". 
Thus, agriculture constitutes the largest and 
most important sector of the Indian economy. It plays 
a crucial role in providing food to the nation, employment 
to the population, raw material to the industries and 
surpluses for national economic development. With the 
decline in foodgrains production, prices rise, cost 
increases industrial growth slows down and exports suffer. 
Indian agriculture accounts for more than two fifths 
of the gross domestic product (GDP). It is also respon-
sible for the growth of industry, trade, transport, 
banking and business services, which in turn, influence 
2 
the growth of GDP. 
1. Memoria, C.B. Ibid, p. 6. 
2. Banarjee, B.N. Industry, Agriculture & Rural 
development, R.B. Publishing Corporation,1987, 
p. 1. 
NATIONALISATION OF_GOMMERCIAL BANKS : 
Nationalised banks refer to public sector banks. 
In all there are twenty such banks. Fourteen banks were 
nationalised on July 19, 1969 and brought under the 
public sector. Another six scheduled commercial banks 
were nationalised on April 15, 1980. 
The objective of bank nationalisation was to 
use financial institutions as the instrtunent for 
promoting economic and social development in the country. 
In other words, the main objective of nationalisation 
was to divert funds from urban to rural areas for 
promoting agricultural and allied sectors. 
There are also regional rurgl banks in India 
which meet the credit requirements of weaker sections, 
small and marginal farmers, landless labourers, artisans 
and small entJsepreneurs. This new category of banking 
institution came into force from 1975. At the end of 
December 1982, 124 such banks were working in the 
country. The number increased to 142 by June 1983. 
A National Bank for Agriculture and Rural 
Development (NABARD) has also been set up. This Bank 
is an apex organisation with respect to all matters 
relating to policy, planning and operational aspects 
u ' i 
in the flow of c r e d i t fo r the promotion of a g r i c u l t u r e , 
small s c a l e i n d u s t r i e s , c o t t a g e and v i l l a g e i n d u s t r i e s , 
h a n d i c r a f t s and o the r r u r a l c r a f t s and o t h e r a l l i e d 
economic a c t i v i t i e s in r u r a l a r e a s . 
IMPORTANCE OF FINANCE IN AGRICULTURE : 
Finance i s e s s e n t i a l f o r a l l b u s i n e s s under tak ing 
inc lud ing a g r i c u l t u r e . One of the most impor tan t f a c t o r 
fo r the slow development of Ind ian a g r i c u l t u r e has been 
the lack of f inance a v a i l a b l e t o the f a rmer s . The farmers 
have no t been ab le t o s ecu re adequate f inance fo r t h e i r 
seasona l a g r i c u l t u r a l o p e r a t i o n s and f o r making permanent 
improvement on land . 
C r e d i t p lays a ve ry s i g n i f i c a n t r o l e in r e j u v e -
n a t i n g the nea r s t a g n a n t a g r i c u l t u r e of t h e developing 
c o u n t r i e s i n c l u d i n g I n d i a . I t s r i g h t q u a n t i t y , r i g h t 
kind a t the r i g h t time c o n t r i b u t e t o a g r i c u l t u r a l 
development immensely. I t c o n s i s t s in e n l a r g i n g the ne t 
c u l t i v a b l e a r ea by b r i n g i n g waste land under c u l t i v a t i o n , 
he lps in p rov id ing manure and chemical f e r t i l i z e r s , 
p r o t e c t i o n of land , the p r o v i s i o n of i r r i g a t i o n f a c i l i t i e s , 
making l a rge amounts of f i x e d and working c a p i t a l a v a i l a b l e 
t o a g r i c u l t u r e , deve lop ing farm o r g a n i s a t i o n s , en l a rg ing 
t h e i r share of gross n a t i o n a l p roduc t and i n c r e a s i n g 
1 
labour returns in agriculture. Adequate and timely 
finance enhances the withholding capacity of cultivators 
and their bargaining position. With the increase in 
the holding capacity of the cultivators, the huge post-
harvest market glut may be avoided, a major factor in 
lowering the agricultxiral prices just after the harvest. 
Right type of credit penetrates into agriculture and 
injects an element of healthy competition and purely 
commercial considerations in farm operations. It turns 
agriculture into a way of living as distinct from a way 
of life. Thus, the role of credit consists in laying 
the foxHidation stone of "farm revolution and farm 
development. 
The Indian farmers need money for a variety of 
purposes. They need money for the purpose of cultivation, 
to buy seeds, manure, fertilizers, fodder for cattle, 
purchase of cattle and agricultural implements for the 
development of land, to buy costly agricultural instru-
ments and to make permanent improvements on land. These 
financial requirements of farmers can be classified 
into three: 
1. Memoria, C.B. Ibid, p.50. 
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Firsts the farmers need money for short periods 
of, say, 12 to 15 months, for the purpose of cultivation 
or domestic expenses as for example, to buy seed, manure, 
fodder for cattle, etc. Such short period loans are 
normally repaid after the harvest has been collected. 
Second, the agriculturists need money for medium 
term from three to five years for the purchase of cattle, 
agricultural implements and to make improvements on land. 
Third, the farmers need finance for long periods 
to purchase additional land, to make permanent improve-
ments on land, to pay off old debts and purchase costly 
agricultural machinery. These loans are for comparatively 
long periods since they can be repaid by the farmers only 
gradually over a number of years, say, from 15 to 20 years 
To meet the above financial requirements of 
farmers, banks in our country have been nationalised. 
The proper and timely financing of the requirements of 
farmers by the nationalised banks will go a long way in 
laying the foundation stone for agricultural resolution 
in the country. 
CLASSIFICATION OF FARMS : 
The agricultural census 1980-81 devided the 
operational l^ oldings in India in five categories (table 
1.1). These categories are as under: 
1.' 
Table 1.1 
Category and Size of Operational Holdings 
Category of operational Size of Operational 
holdings holdings 
1. Marginal ( 0-1.0 hectare) 
2. Small ( 1.0- 2.0 hectares) 
3. Semi-Medium ( 2.0- 4.0 hectares) 
4. Medixim ( 4.0-10.0 hectares) 
5. Large (10.0- above) 
Source: Banarji , b.N. Industry, Agriculture and Rural 
Development, 1987, Page No.47. 
Table 1.1 shows the s ize of d i s t r i b u t i o n of 
holding c l a s s i f i ed in to marginal ( less than 1 hec t a r e ) , 
small (1.0 to 2.0 hectares) semi-medium (2.0 to 4.0 
hec ta re s ) , medium (4.0 to 10.0 hec ta res ) , and large 
(10.0 hectares and above). The above c l a s s i f i c a t i o n 
of holdings in to five categor ies has been chosen in the 
present study to determine the size of opera t ional 
holdings. However the present study w i l l mainly focuss 
on the pa t te rn of financing of small and medium sized 
farms in some selected d i s t r i c t s of U.P. by na t ional i sed 
banks. 
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a. Marginal holdings: 
This category belongs to the one half of the 
t o t a l operat ional holdings in Indian Agricul ture . 50.52 
mil l ion out of 89.35 mil l ion belongs to t h i s s ize 
category of less than 1 hec ta re . These marginal holding^ 
account for 19.80 million hectares (12.2 per cent of the 
operat ional a rea ) , in other words, nearly 56.5 per cent 
of the a g r i c u l t u r i s t s are marginal farmers who l ive below 
the poverty l ine because they have too l i t t l e land to 
support them. The average s ize of holding i s .39 hectares 
in th i s category. 
b . Small and Semi-Medium holdings; 
This group cons is t s of holdings in the range of 
1.0 to 4.0 hec ta res . There are 28.59 mi l l ion holdings, 
more than one th i rd of the t o t a l holdings and they 
account for 57.52 mill ion hectares in t h i s category. 
The percentage of farmers are 32 in th i s category and 
the average s ize of holding is 2.01 hectares in th i s 
category. 
c . Medium Sized holdings: 
This group consists of holdings in the range of 
4.0 to 10.0 hectares. There are nearly 8.09 million 
holdings in this category accounting 9.1 per cent 
1 3 
of t o t a l operational holding and these holdings cover 
48.34 mill ion hectares , i . e . 29.7 per cent of the t o t a l 
operational area. The average s ize of holding is 5.98 
hectares in t h i s category. 
d. Large holdings : 
Large holdings in the s ize of group 10 hectares 
and above numbering 2.15 mil l ion cons t i t u t e only 2.4 per 
cent of the t o t a l number of operat ional holdings . They 
account for a t o t a l area of 37.13 mi l l ion hectares i . e . , 
nearly 22,8 per cent of the t o t a l area operated in 
Indian Agricul ture . The average s ize of holdings are 
17.27 hectares in th i s category. 
There are 89,35 mil l ion operat ional holdings 
in our country, spread over an aggregate area of 162.79 
mil l ion hec ta res . The average s ize of holding is l i t t l e 
less than 2 hec tares . The small farmers, semi-medixm 
and medium farmers are having 36.68 mil l ion operat ional 
holdings in our country out of 89.35 mil l ion operat ional 
holdings. In t h i s way small , semi-medium and medium sized 
operat ional holdings cover 41,1 per cent operat ional 
holdings. Thus a large majority of farmers in our country 
come in the category of marginal and small sized holdings 
.vhereas a small minority of farmers in terms of s ize of 
holdings, belong to large category. 
ff I 
IMPORTANCE AND OBJECTIVES OF THE STUDY; 
Farm is the part of agriculture and it is the 
main occupation of the people. Agriculture plays a 
significant role in Indian Economy because it contributes 
nearly 4 2 per cent of national income of India. Agriculture 
is the source of livelihood of nearly 70 per cent of the 
population of the country. The importance of this sector 
can be judged from the fact that nearly 70 per cent of 
the working people are engaged in agriculture and allied 
occupations. This indicates the fact that employment 
opportunities are greater in agricultxire than in other 
sectors of the economy. Agriculture provides raw 
materials to the industries. In our country, most of 
our leading industries depend on agriculture for their 
raw material. For instance, industries like cotton, 
textiles, jute, sugar and vanaspati depend on agriculture 
for their raw materials. The plantation industries like 
tea, coffee, rubber etc. also depend directly on 
agriculture. There are a number of other industries whose 
dependance on agriculture is indirect. Such industries 
include hand poundering and husking of rice, crushing 
of oil, weaving of handloom and khadi cloth, etc. Many 
others like paper, leather and tanning, matches, chemicals 
etc. depend on allied activities of agriculture like 
forestry, animal husbandry etc. Although a number of 
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modern indus t r ies l ike iron and s t e e l , machine t o o l s , 
engineering, a i r c r a f t e t c . , do not depend on agr icu l tu re 
for the i r raw materials but these indus t r ies supply 
important ag r i cu l tu ra l inputs l ike f e r t i l i z e r s , farm 
machinery and equipment. Thus both agr i cu l tu re and 
industry are inter-dependent. 
Agriculture has been a net earner of valuable 
foreign exchange for the country. At p resen t , about 50 
per cent of our exports cons i s t of a g r i c u l t u r a l cortmo-
d i t i e s . In respect of our i n t e rna l t rade , ag r i cu l tu re 
makes a s ign i f i can t contr ibut ion because most of the 
in te rna l t rade is in a g r i c u l t u r a l commodities. Agriculture 
i s a lso the main supj)ortfe»r our t ranspor t s|5Btem. 
Agriculture a lso increases in Government's 
revenues. I t provides the food for her 700 mil l ion people 
and 383 mill ion l ivestock. Thus the s igni f icance of 
agr icu l tu re in our country a r i s e s a lso from the fact 
t ha t the development of ag r i cu l tu re is an e s s e n t i a l 
condition for the development of the na t iona l economy. 
During l a s t two decades, the re has been considerable 
change in almost a l l the parameters of a g r i c u l t u r e in 
India character ised by marked regional v a r i a t i o n s . Small 
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farmers and landless agricultural labourers constitute 
the bulk of rural households - small farmers represent 
52 per cent and agricultural labourers 24 per cent. 
62 per cent of the holdings are less than 2 hectares 
and account for about 19 per cent of the cultivated area. 
There has been vertical and horizontal expansion 
in the field of agriculture. Though from time to time 
the Government of India has introduced new programmes 
and policies for the development of Agriculture. But 
it is unfortunate that the farmers are still destined to 
suffer from the following problems that have become 
impediments in the agricultural development. 
i) Fragmentation of holdings; 
ii) Insecurity of tenure; 
iii) Inadequate and untimely supply of inputs 
including irrigation; 
iv) Lack of credit facilities; 
v) Unsatisfactory arrangements for storage 
and marketing etc. 
It is in this background that the present study 
assumes special significance. The present study seeks 
to examine the plight of small and medium sized farmers 
who constitute the bulk of rural households. An attempt 
has been made to identify the needs and problems of small 
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farmers and to suggest measures to tackle these 
problems. The importance of the present study can not 
be over-emphasised in a country like India where about 
70 per cent of the workforce is engaged in agriculture. 
The government has accorded a high priority to 
Agriculture in our Five Year Plans and banks were 
nationalised mainly to finance the rural sector of the 
economy. 
We can not overlook the needs of rural develop-
ment because it has its impact on the economic development 
of our country. If we want to achieve a notable progress 
on the rural front, our banking industry will have to 
come up on the for-front with new packages to farmers 
like high yielding varieties of crops, new fertilizer 
combination, plant protection devices, use of modem and 
efficient implements as well as measures for land 
reforms, credit and marketing facilities and reduce 
protection risks as well as price uncertain-ties. This 
is an uphill task for the banks firm measures should be 
taken to provide farmers with the advance technical 
know-how, marketing and financial assistance. 
In this study an attempt is made to examine the 
pattern of credit provided by the nationalised banks to 
small and medium-sized farmers in Uttar Pradesh. No doubt 
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the banks have played a vital role in developing the 
agriculture in Uttar Pradesh in the past. Despite this, 
the medium and small sized farmers are still facing 
innumerable problems both financial as well as non-
financial. The present study investigates the problems, 
of small and medium-sized farmers in some selected 
districts of Uttar Pradesh. An attempt has also been 
made in this study to suggest measures to overcane these 
problems so that the small and medium sized farmers could 
prosper in a conducive environment, objectives of the 
study are as under: 
i) To examine the pattern of financing of small 
and medium sized farms by Nationalised Banks with reference 
to some selected districts in U. P.; 
li) To identify the problems faced by small farmers 
in getting finance from nationalised banks; and 
iii) To suggest remedial measures.to tackle the 
problems faced by small and medium farmers who form the 
majority of operational holdings in our country. 
Apart from the main objectives of the thesis 
discuss above there were certain secondary objectives of 
this study, which are given below: 
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1) to study the importance of agriculture in the 
national economy; 
ii) to study the historical development of the banking 
industry in India, its structural set up, and to 
examine the performance of nationalised banks 
in financing agriculture including farm operations; 
and 
iii) to examine the role of nationalised banks in 
financing agriculture in the context of high 
priority accorded to this sector by the government. 
METHODOLOGY; 
An evaluation of the important role played by 
the nationalised banks in financing farms has been 
done mainly with the help of the literature at^ ailable 
in various books, journals, articles, periodicals etc. 
which have been duly acknowledged. The analysis of the 
pattern of financing of small and medium-sized farms by 
nationalised banks is based on secondary data made 
available from reports, publications, bulletins of R.B.I, 
and nationalised banks. For the purpose of conducting 
a survey to find out the problems of some selected small 
and medium sized farms in Uttar Pradesh. We have prepared 
two different Questionnaires to collect relevant 
information from the borrower and non-borrower farmers. 
The questions which were included In the questionnaire 
were short, simple and they provided information on 
relevant parts of the main theme. (Questionnaire Form 
Vide Appendices 1 and 2). 
Uttar Pradesh has been divided into three regions 
western, central and eastern. The six representative 
districts, namely, Saharanpur and Muzzaffarnagar from 
western region, Budaun and Allgarh from central region, 
Basti and Faizabad from eastern region have been selected 
for the purpose of this study. 
The list of 300 borrower farmers was gathered 
from nationalised banks of sample districts by which they 
were financed. This sample unit has been further 
stratified into small, medium and large farmers in the 
ratio of 3:2:1 respectively. An equal number of non-
borrower farmers has been selected randomly from the 
sample areas, thus, forming a total of 500 sample 
farmers. These farmers were asked questions through the 
two different questionnaires prepared separately for 
participants and non-participants. The farmers thus 
selected were contacted personally and they were 
interviewed to find out the problems faced by them in 
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getting finance from the branches of nationalised bank 
situated In their respective areas. Discussion also took 
place with the farmers on the steps that could be taken 
for improving the procedure for the availability of funds 
and timely release of disbursements to facilitate the 
farming operations. The questionnaireswere not sent by 
mail in view of the fact that most of the respondents 
were illiterate and hence personal contacts were preferred 
to gather authentic data in time. 
IMPLICATIONS OF RESEARCH; 
The suggestions made on the basis of present 
study are hoped to be of immense help for the banks in 
restructuring their financing operations to improve 
their techniques and practices of providing and recovering 
the loans from the farmers. Not only the financial 
aspect is covered under the present study but also 
several non-financial factors like new technology, high 
yielding varieties, small irrigations, farm reforms 
have been briefly discussed and corrective measures have 
been suggested. Therefore, it is very likely that if 
these corrective measures are taken by these banks in 
right directions and at the right time, the small and 
medium sized farms in India will prosper at a comparatively 
faster rate. 
The present study identifies the difficulties 
faced by small farmers who constitute the bulk of 
holdings in U.P. Ihese constraints faced by small 
and medium-sized farms must be looked into by the 
economic planners and policy makers in this country. 
To meet these challenges effectively the present study 
suggests strategies and, policies to be pursued by 
nationalised banks. Which control nearly 90 per cent 
of the banking operations in the country. 
Therefore, the findings of this study are 
important and useful for revamping the financial systems 
of nationalised banks as well as for improving the 
efficiency and productivity of snail and medium sized 
farms in Uttar Pradesh. 
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Role of Nationalised Banks In Financing Agriculture 
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HISTORICAL PERSPECTIVE : 
Modern joint stock commercial banks were established 
in India towards the begining of the 19th century. The 
earliest commercial banks, known as Agency Houses, were 
started by the employees of the East India Company. 
They were established mainly to cater to the need of the 
colonial Economy. The bank offices were confined largely 
to the three port cities of India viz* Bombay, Calcutta 
and Madras. These Agency Houses were mainly trading 
concerns and they combined banking and trading functions 
together. Several banks were established on unlimited 
liability basis mainly by the English Agency Houses. But 
most of them failed during the crises of 1829-33 largely 
due to the combination with other business, speculation 
and mismanagement. After these crises, several banks 
were started again by European Agency Houses and many 
of them failed by 1860 mainly due to speculation and 
mismanagement. 
In 1860, an Act was passed permitting the 
establishment of banks on 'limited liability' basis. 
Soom afterwards came the American civil war which 
caused a boom in India's cotton trade with England. 
Banks speculated heavily and participated in the 
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in the cotton trade on a fairly large scale. They 
failed to make an impact and this destroyed the 
confidence of the public in the stability of banks. 
From 1865 till the end of the 19th century the 
growth of joint stock banks was slow. A few banks were 
started during the last quarter of the 19th century 
such as the Allahabad Bank, Oudh Comrnercial Banks and 
the Pvinjab National Bank. The Swadeshi Movement of 
1906 gave a stimulus to the starting of Indian banks. 
During 1906 to 1913 several banking institutions came 
into existence. A nximber of small banks were established 
during this period, some of the existing nationalised 
banks like Bank of India, Indian Bank, Bank of Baroda 
and Central Bank of India were established only during 
this period. 
This boom in bank floatation was followed by a 
banking crisis during 1913-17. During this period as 
many as 87 banks failed and their failure completely 
shattered the public confidence in joint stock banks. 
There was a brief respite in bank failures from 1918 
to 1921. The latter part of the First world war gave 
an impetus for the starting of banks. But again from 
1928, the number of failures increased mainly due to 
1. Radhaswami, M. A Text Book of Banking, 1979, p.768. 
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economic depression. During 1937-48, 62o more banks 
failed. Most of the failures were confined to small 
banking institutions. Thus the development of joint 
stock banking in India during this period was character-
istic of bank failures. 
The Second World War brought about a major change 
in the Indian banking system. The deposits of the 
banks increased as a result of heavy war time expenditure, 
The emphasis on liquidity and the low interest rates on 
time deposits contributed to the increase in the demand 
liabilities of the banks. The banks opened a number of 
branches in different places to mobilise the savings of 
the people. There was also a significant change in the 
distribution of banking assets. Advances and discounts 
lost their importance and their place was taken up by 
Government securities. The commercial banks began to 
specialise in different types of Government securities. 
The ratio of cash to total deposits gradually increased. 
At the same time, the ratio of capital and reserve to 
2 
deposits declined. 
1. Kadhaswami, M. Ibid p.769. 
2. Kadhaswami, M. Ibid p.770. 
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brought about a revolutionary change in the banking 
system of India. 
BANKING AFTER INDEPENDENCE; 
After independence there has been a tremendous 
growth in the banking system of our country. The banking 
scene in India changed completely after Independence. 
The banking system recorded rapid progress during this 
period. The change became possible with passing of the 
Banking Regulations Act in 194 9. It is considered to be 
a big landmark in the history of commercial banking in 
India. The Act was passed with the object of consolidating 
and regulating the banking system in India. This Act 
introduced for the first time, the system of licensing 
of banks. It laid down minimum requirements regarding 
paid up capital and reserves and prohibited the opening 
of new branches without the permission of Reserve Bank 
of India. The Act contained several provisions to 
safeguard the interests of depositors and to curb the 
activities of foreign exchange operating against Indian 
interest. 
The Banking Regulations Act was a well thought 
out and comprehensive piece of legislation designed 
to safegmrd the interest of depositors and promote the 
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development of banking on sound lines in our country. 
In 1921, the Imperial Bank of India came into existence 
with the amalgamation of three Presidency Banks, in 
1948, the government accepted the principle of 
nationalisation of banks. Consequently, the State Bank 
of India came into existence on July 1, 1955 by taking 
over the assets and liabilities of the Imperial Bank 
of India. 
Another landmark in the history of Indian 
banking was the adoption of the scheme of "Social Ccaitrol" 
of banks by the government in December, 1967. The 
legislative meas\ire for social control was the Banking 
Law (Amendment) Act, 1968 which came into force on 
Pebjruary 1, 1969. But later due to certain econcHnic 
and political reasons, the scheme of social control of 
banks was abondoned in favour of nationalisation of 
CcMwnercial Banks. 
The Need for Bank NationalisaticHi 
The main objectives sought to be achieved 
through the nationalisation of banks included the augmenting 
of resources for economic growth, the development of 
agriculture and industry in backward regions, and making 
1. Radhawami, M. Ibid, p.773. 
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bank credit available to rural areas which had hitherto 
been neglected. To achieve these objectives banks' 
lending policies are govertied by the government instead 
of by few monopolist shareholders who in the past 
diverted bank resources to their self-desired channels 
ignoring the needs of the country's economic planning. 
In this way the government intends to eliminate the use 
of bank money for speculative purposes and unproductive 
works. The bank resources shall be utilised for 
encouraging new entrepreneurs. It was also proposed to 
secure professional standards in bank management and 
provide adequate training facilities for banking personnel 
by assuring reasonable terms of employment for the 
banking industjry's staff. 
The Government favoured nationalisation of 
Commercial banks in place of social control of banks 
for the reasons mentioned below: which also suggest 
economic justification for nationalisation. 
The commercial banks have favoured in the past 
their lending in such industry, trade and commerce in 
which their directors were interested. The requirements 
1. Verma, J.C. Nationalisation of Banks In India, year 
- N.A.P.IO A Careers Digest Publication, 
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of farms and small scale industries were neglected. 
The distribution of bank credit to this sector shows 
that only a negligible share of the banks total 
advances was made available despite the fact that the 
government had always emphasised priority for these 
sectors. Table 2,1 shows the percentage share of 
agriculture in the distribution of total bank credit 
made available by commercial banks to this sector. 
Table 2.1 
Share of farm sector in Bank credit 
Year Percentage share of Agriculture 
March - 1956 2.0 
April - 1961 3.1 
March - 1966 2.4 
March - 1967 2.1 
Source : Verma, J.C. Nationalisation of Banks in 
India, Year (N.A.) p.12. 
It is evident from table 2.1 that the percen-
tage share of agricultural credit in total credit 
advanced by the scheduled banks was 2% in 1956, 3.1% 
in 1961 and 2.4% in 1966 which declined to 2.1% in 
1967, including for plantations. Thus the contribution 
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of Commercial banks in the development of farm sector 
has been ins ign i f i can t during 1956-67 as shown in 
table 2 . 1 . 
The above f igures c l e a r l y show t h a t share of 
Commercial banks in farm financing was neg l ig ib l e . 
As a r e s u l t , the government nat ional ised the banks to 
cor rec t the economic imbalances by providing adequate, 
timely and cheap c r e d i t to farmers and small scale 
indust r ies in the ru ra l a r ea s . 
Oblective of Bank Nat iona l i sa t ion 
Nat ional isa t ion in simple words means State 
ownership and Control of banks. There has been an 
increasing demand for the na t iona l i sa t ion of pr ivate 
en te rpr i ses in the 1950's . Pressures for bank 
na t iona l i sa t ion increased in 1960's to strengthen the 
foundation of s o c i a l i s t pa t te rn of soc ie ty . The 
government and the general public were not s a t i s f i ed 
with the working of commercial banks in India . I t 
was f e l t t ha t the Indian banks had fa i led to come up 
t t o the expectat ions of our soc ie ty and had not made 
worthwhile contr ibut ion towards achieving c e r t a i n 
socia l ob jec t ives . 
While s tess ing the need for na t iona l i s a t i on 
of Commercial banks, the l a t e Mrs.Gandhi said,"While the 
Q 33 
nation is committed to establish a socialist pattern 
of society, the government felt that the public owner-
ship and control of the commanding heights of the 
national economy and of its strategic sectors were 
essential and important aspects of the new social order 
which we are trying to build. As the financial institutions 
are amongst the most important levers for the achievement 
of its social objectives, the nationalisation of major 
banks was felt a significant step in the process of 
public ownership over the principal institutions for 
the mobilisation of people's savings and chanalising 
them towards productive purposes. The Goveimraent felt 
that the public owiership of the major banks will help 
in the effective mobilisation and development of national 
resources so that our objectives can be realised with a 
great degree of assurance". The objectives of bank 
nationalisation were spell out as follows: 
(1) Removal of control by few; 
(2) Provision of adequate credit for Agriculture, 
small industries, and exports; 
(3) Professionalisation of bank management; 
(4) Encouragement to new class of entrepreneurs; 
(5) Provision of adequate training as well as reasonable 
teirms of services for bank staff; 
1. Radhaswami, M. Ibid p.6, 
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(6) To remove regional imbalances; 
(7) To prevent the diversion of bank finance to 
anti-social and less productive purj)oses. 
The objectives of bank nationalisation described 
above are indeed laudable and can go a long way in 
strengthening the foundations of socialist society 
and mixed economy. 
Performance of Nationalised Banks 
Performance of Commercial banks could be viewed 
in terms of branch expansion and advances to agricul-
ture sector through a nvirriber of innovative schemes. 
These are discussed below: 
Table 2.2 shows the branch expansion by commercial 
banks from 1969 to 1986. It may be obseirved that 
during this period, the number of branches of these 
banks increased by 44,764 from 8,321 in July 1969 
to 53,085 in March 1986. Of these, the nationalised 
banks, numbering 20, accounted for an increase of 
21,008 branches followed by the Regional Rural Banks 
(12,629 branches) and State Bank group (8,326 branches), 
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Table 2.2 
Bank Groupwise/Population Groupwise Distribution 
of Conunercial Banks in India 
Bank Group 
1. State Bank Group 
Total 
Rural 
Percentage of rural 
to total 
2. 20 Nationalised Banks 
Total 
Rural 
Percentage of rural 
to total 
3. Regional Rural Bank 
Total 
Rural 
Number of 
on: 
19.7.1969 
2,466 
810 
32.8 
4,168 
703° 
16.9 
17(a). 
17(a) 
offices as 
31.3.86 
10,792 
4,890 
45.3 
25,176 
11,638 
46.2 
12,646 
11,671 
Increase 
8,326 
4,080 
49.0 
21,008 
10,935 
52.0 
12,629 
11,654 
Percentage of rural 
to total 100 92.3 92.3 
4. Other Commercial banks 
Total 
Rural 
Percentage of rural 
to total 
1,688 
337 
20.0 
4,471 
1,434 
32.0 
2,783 
1,097 
39.4 
contd.. 
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5. All Commercial Banks 
Total 
Rural 
Percentage of rural to 
total 
8, 321 
1,860 
22.4 
53,085 
29,633 
55.8 
44,764 
27,773 
62.0 
o Relates to 14 Nationalised Banks 
(a) As at end 1975 
SOURCE: Report on Currency & Finance 1985-86, vol. I, 
p.196. 
As regards the branch expansion by Commercial 
banks in rural areas, the proportion of rural branches 
to total branches stood at 22.4 per cent as at July 
1969, In March 1986, however, there was a sizeable 
improvement and the ratio rose to a high 62.0 per cent. 
As regards 20 nationalised banks, the ratio rose from 
16.9 per cent in July 1969 to 52.0 per cent in March 
1986 and for State Bank Group from 32,8 per cent to 
49.0 per cent during the period under reference. 
Table 2,3 reveals the share of credit to 
agriculture sector in total credit from December, 1969 
to September, 1985. It may be seen that there is a 
sizeable improvement in the deployment of credit by 
Commercial banks to this sector, v^ n^ ile in December 1969, 
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Table 2.3 
Deployment of Credit to Agriculture 
1969 to 1985 
, , ^  % of total agricultural advances 
Year ended Dec. ^^ ^ ^^ ^^^^ ^^^^^^ 
1969 7.1 
1970 8.9 
1971 7.8 
1972 8.7 
1973 8.7 
1974 9.7 
1975 10.3 
1976 10.1 
1977 11.1 
1978 12.1 
1979 13,5 
1980 14.9 
1981 16.0 
1982 15.4 
1983 Ib.l 
1984 16.5 
1985° 18.1 
(September) 
SOURCE: R.B.I. Bulletin, Feb. 1986. 
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the share of agricultural sector credit to total 
credit was 7.1 per cent, it rose to 18.1 per cent in 
March 1985. In absolute terms these advance increased 
from Rs.2,580 millions in December 1969 to Rs.8l,740 
millions in September 1985. 
Also the Conmercial banks have made concerted 
efforts tc reach rural borrowers. They have concentrated 
on certain compact areas having sufficient potential 
for rural lending, A number of banks have set up 
specialised branches and these are known as Agricultural 
Development branches (State Bank of India), Gram 
Vikas Kendras (Bank of Baroda), Rural Service Centre 
(Dena Bank), Rural Credit & Development Division 
(Indian Overseas Bank), Rural Development Branches and 
Rural Credit Cells (Corporation Bank) etc. Sufficient 
staff with expertise have been provided for effective 
lending, monitoring and follow up actions. 
It is therefore evident from table 2.2 and 2.3 
that in terms of branch expansion programme and 
advances to agricultural sector, the performance of 
nationalised banks appear to be highly satisfactory. 
However, it must be pointed out that bank achievement 
4 
In rural financing need not be in terms of quantitative 
factors like number of rural branches, credit advanced, 
credit deposit ratio etc. alone and efforts must be 
made to reach the ultimate beneficiaries in the rural 
areas and the benefits of the bank finance should go 
mainly to this category of people. Then only we can 
say that we have been able to establish a mass banking 
system. 
Nationalised Banks and Agricultural Financing 
Before the advent of planning era in 1951, rural 
credit was largely provided by informal channels such 
as money lenders, friends, relatives of farmers and to 
some extent, by cooperatives and government. According 
to the All India Rural Credit Survey Committee (1954), 
appointed by RBI - cooperatives and governments,accounted 
for only 3 per cent each of the total quantum agricultural 
credit, the share of commercial banks was less than 1 
per cent. The Ccxnmittee had reccxnmended cooperative 
credit societies as the most appropriate agency for 
supply of rural credit. Accordingly, Govt, and the 
1, Ojha, P.D. R.B.I. Bulletin, Feb. 1986, p.150. 
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RBI maeie special e f for t s to strengthen coopera t ives . 
However, a f te r the advent of new technology the c r e d i t 
needs of ag r i cu l t u r a l sec tor increased considerably 
beyond the capacity of cooperatives and therefore 
commercial banks were inducted into the f i e ld of 
ag r i cu l t u r a l c r e d i t under the policy of 'Social-Control* 
over banks in 1967. The process was in tens i f i ed with 
the na t iona l i sa t ion of 14 major commercial banks in 
July 1969.•'" 
The commercial banks as a group from a major 
par t of the organised banking system in the country. 
There are 28 banks in the public sector accoxinting 
for over 90 per cent of banking business and 52 pr ivate 
sector banks including 21 foreign banks. The commercial 
banks provide both shor t term and long term loans to 
farmers and a lso finance a l l i e d a c t i v i t i e s l ike 
marketing, processing, s to rage , e t c . Since n a t i o n a l i -
sation of major commercial banks, considerable progress 
has been made in the coverage of ru ra l a reas through 
the i r branch network and a lso in the matter of extending 
2 
ru ra l c r e d i t . 
1. Ojha, P.D. Ib id . p . l 50 . 
2 . Ibid, p .153. 
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Also, effort has been made to bring about a 
change in the lending pattern of banks. Agricultural 
advances by the banks may be classified in two types 
of loans, discussed below: 
6.1 Direct Finance : This includes short term, medium/ 
long term loans to farmers for agricultural operations. 
Short term (including crop loans) are given for 
purchase of production inputs, such as, seeds, ferti-
lizers, pesticides, etc. and to meet the cost of 
cultivation which includes labour charges for carrying 
out agricultural operations, irrigation charges, etc. 
These loans are normally repayable within a period of 
12 months and in certain cases within 15 to 18 months 
depending upon repayment schedule. The repayment 
schedule is related to the harvesting and marketing 
of the particular crop of farmers. 
Term (medi\jm/long) loans are granted for 
development purposes like development of irrigation 
potential, pxirchase of tractors and other agricultural 
implements and machinery, improvement of land, 
development of plantations, construction of godowns 
and cold storage, purchase of pimp sets/pil engines, 
plough animals (bullocks) etc. The period of 
repayment of these loans generally extends from 3 to 
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lO years . I t may be longer, p a r t i c u l a r l y in such 
cases where refinance from NABARD is a v a i l a b l e . 
5^2 Ind i r ec t Finance : In case of I n d i r e c t finance, 
banks f a c i l i t a t e the farmers by lending through some 
other agencies l ike Primary Agr icul tura l Credi t 
s o c i e t i e s , farmers service s o c i e t i e s , la rge-s ized 
ad ivas i , multipurpose s o c i e t i e s , loans to e l e c t r i c i t y 
board. Dis t r ibu t ion of f e r t i l i z e r s and other inputs . 
I t can be seen from Table 2,4 t ha t the t o t a l 
outstanding advances of scheduled commercial banks to 
agr icu l tu re have increased from a mere Rs.188.41 crores 
in June 1969 to Rs.341.77 crores as on June 26, 1970 
and fur ther to Rs.646.87 crores as on June 1974. The 
increased to Rs.236,36 crores a t the end of June 1971 
as aga ins t Rs.183,98 crores as a t the end of June 1970, 
while i n d i r e c t declined from 157.79 crores to 
Rs.146.12 crores during the same period. The t o t a l 
a g r i c u l t u r a l lending by commercial banks has recorded 
a compound growth r a t e of about 28,0 per cent per annum 
during the period 1969 to 1974, and about 25.0 per cent 
during 1975-1984. The growth r a t e over the en t i r e 
period June 19 69 to December 1984 worked out to about 
28.0 per cen t . 
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According to the types of advance, d i r e c t 
finance to agr icu l ture grew a t a much f a s t e r r a t e 
than i n d i r e c t f inance. The former increased a t a 
compound r a t e of 52.0 per cent per annum during 
1969-74 and a t a ra te of 26,8 per cent per annum 
during 1975 to 1984. The high growth r a t e of d i r e c t 
finance in the e a r l i e r period could be a t t r i b u t e d to 
the i n i t i a l surge for the new type of lending in 
response to policy d i r e c t i v e s as also to very low 
base. Over the e n t i r e period (1969-1984), d i r e c t 
finance to agr icu l tu re rose a t a compound r a t e of 37.1 
per cent per annxam. As aga ins t t h i s , i n d i r e c t finance 
to agr icu l tu re recorded a compound growth r a t e of only 
8.7 per cent per annum during 1969-1974 and of about 
19.5 per cent during 1975-84. over 1969-1984, i nd i r ec t 
finance rose a t a compound growth ra te of about 17,4 
per cent per annvun. 
Apart from the impressive growth in the quantum 
of t o t a l a g r i c u l t u r a l advances, a more s t r i k i n g feature 
i s the continued change in the composition of these 
advances. In 1969, of the r e l a t i v e l y small amount of 
t o t a l advances to a g r i c u l t u r e , nearly more than 60 
per cent were by way of i n d i r e c t f inance, and the 
balance was d i r e c t f inance. I t can be seen from table 
5i 
2,4 and 2.5, over the years, the share of direct 
finance into agricultural advances has been steadily 
rising from 28.5 percent to 67.3 per cent in 1974 and 
further to 80.5 per cent as on Dec. 1984, This 
indicates the success of banks* policy of extending 
direct assistance to agriculture. 
6,3 Groupwise distribution of advances : 
It is evident from table 2.4 and 2.5 that in 
1969, the public sector banks comprising the State 
Bank group and 14 nationalised Banks accounted for 
86.1 per cent of total bank credit for the period. 
Among the public sector banks. Nationalised banks 
increased its share in total agricultural credit from 
33.1 per cent in 1969 to 63.0 per cent in 1974. As 
regards direct finance, the nationalised banks share 
was 54.3 per cent and that of State Bank and its 
subsidiaries, 20.6 per cent in the year 1969. As far 
as Indirect finance is concerned the nationalised banks 
increased their share from 24.6 per cent in 1969 to 
63.8 per cent in 1974, The share of nationalised banks 
in financing agriculture decreased to 49.4 per cent 
in 1979. But following the nationalisation of six more 
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banks in April 1980, the share of nationalised bank 
in total agricultural lending increased from 49.7 per 
cent in 1979 to 58,7 per cent in 1984. The growth rate 
for the entire period from June 1979 to December, 1984 
has worked out to about 2 8.0 per cent per annvim for 
all commercial -banks while the nationalised banks 
growth rate worked out to 33.0 per cent per annum for 
the same period. Thus, the nationalised banks have 
increased their ratio more compared to other banks. 
6.4 Regional Rural Banks : 
These banks are similar to commercial banks in 
their organisational set up and methods of operation. 
However, the area of operation of each RRB is limited 
to specified district/s (usually one or two districts) 
and their assistance is intended mainly for target 
groups of weaker sections. These banks were established 
in 1975 following realisation that the ethos, attitudes 
and high cost profile of the commercial banks were not 
conducive to meeting the credit needs of the rural 
population specially the weaker sections to the 
required extent. These banks combine the local fee 
and familiarity with rural problems which cooperatives 
possess and the degree of business organisation, ability 
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to mobilise deposi ts and a modern outlook which the 
commercial banks possess. RRBs are sponsored by 
specif ied commercial banks and the share c a p i t a l of 
each RRB (Rs.l crore authorised and Rs.25 lakhs issued) 
i s provided by Government of India, concerned State 
government and sponsoring bank in the r a t i o of 50-15-35 
Since 2 October 1975, when the f i r s t f ive RRBs were 
s e t up, there has been a subs tan t i a l expansion in the 
number of RRBS and a t the end of December, 1985 
there were 187 RRBs covering 332 d i s t r i c t s in the 
country having a t o t a l nximber of about 12,000 branches. 
These banks had mobilised deposi ts to the tune of 
Rs.11,590'mil l ion and the i r advances aggregated 
Rs. 13,330 mi l l ion as a t the end of D e c , 1985. The 
share of RRBs in the t o t a l outstanding c r e d i t for 
ag r i cu l tu re i s approximately 5 per cent . The t a rge t 
groups comprising of small and marginal farmers, 
a r t i s a n s , v i l l age and cottage indus t r ies and other 
small borrowers account for more than 90 per cent of 
t h e i r lending. 
6.5 Disbursement by NABARD 
Refinance ass is tance provided by National Bank 
1. Ojha, P.D. Ibid , p. l55, 
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under schematic lending touched a new height of 
Rs.892 crores during 1983-84, recording an increase 
of Rs.l89 c rores or 2? per cent over the disbursements 
of 703 crores in the previous year . The cumulative 
disbursements upto the end of June, 1984 stood a t 
Rs.4376 c r o r e s . 
The increase in disbursement of refinance during 
the year was more or less shared by a l l major s t a t e s . 
The h ighes t disbursements were in Uttar Pradesh a t 
Rs.l3o c r o r e s , followed by Punjab, Andhra Pradesh 
and Maharashtra with Rs. HO c ro res , Rs.89 crores and 
Rs.82 c rores r e spec t ive ly . Commercial Banks and 
Regional Rural Banks together availed refinance to the 
ex ten t of 60 per cent during the year, while the share 
of Sta te liand Development Banks and State Cooperative 
Banks was 35 per cent and 5 per cent r e spec t ive ly . 
The comparative agency-wise disbursement can be seen 
in Table 2 .5 .^ 
I t can be seen from table 2.6 tha t S ta te Land 
Development Banks recorded an improvement in the 
1. Annual Repor t of NABARD, 1983-84, p . 2 3 . 
2 . Annual Report of NABARD, 1983-84, p . 23 , 24. 
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Table 2.6 
Agency-wise disbursement 
Agency 
1 . S t a t e Land Development 
Bank 
2 . Commercia l Banks 
3 . R e g i o n a l R u r a l Banks 
4 . S t a t e C o o p e r a t i v e Banks 
T o t a l 
Dur ing 
(Rs . 
1982-83 
235 
(33) 
362 
(52) 
61 
(9) 
45 
(6) 
702 
(100) 
, c r o r e s ) 
1983-84 
314 
(35) 
450 
(50) 
87 
(10) 
41 
(5) 
892 
(100) 
Figures in brackets are per centage to t o t a l . 
Source: Annual Report of NABARD 1983-84, p .25 . 
ailment of refinance a t Rs.314 crores as aga ins t l a s t 
yea r ' s refinance ofRs.235 crores thus increas ing t h e i r 
share in the t o t a l refinance from 33 per cen t to 35 
per cent . Commercial Banks continued to claim major 
share of refinance a t Rs.450 crores aga ins t Rs.362 crores 
in 1982-83 though the i r proportionate share in the t o t a l 
refinance dropped marginally from 52 per cen t in 1982-83 
to 50 per cent in the 1983-84. The Regional Rural Banks a ls 
1. Annual Report of NABARD, 1983-84, p .25 . 
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increased t h e i r proportionate share s l i g h t l y in the 
t o t a l re-f inance from 9 per cent in 1982-83 to 10 per 
cent in 198 3-84. However, the share of S ta te 
Cooperative Banks in the t o t a l refinance declined 
marginally from 6 per cent to 5 per cent during the 
same period. 
Some problems regarding Agr icul tura l Financing; 
With the adoption of multi-agency approach to the 
ag r i cu l t u r a l f inancing, the following problems have 
emerged which require the a t t en t ion of a l l concerned. 
Their solut ion i s important for the policy - makers, 
lending agencies as well as the farmers because they 
have important impl ica t ions . 
(i) Capi ta l requirements for farm en t e rp r i s e s of 
d i f f e ren t s izes in developed as well as backward 
regions of the country. 
( i i ) Impact of c r e d i t u t i l i z a t i o n on farm incomes. 
( i i i ) Determination of standard f inanc ia l norms 
for advancing farm c r e d i t in r e l a t i v e l y homogenous 
a reas . 
(iv) Management of depos i t mobil isat ion in the 
operation area of a branch. 
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Iv) Farm mechanisation and future requirements 
of farms for changing technology. 
(vi) The lending procedures of commercial banks. 
(vii) Increasing demand for agricultural credit 
and availability of funds to meet the same. 
(viii) Monitoring of the progress achieved or 
difficulties encountered in meeting financial require-
ments of farms. 
Awareness has increased amongst the rural 
people with the extension of agencies as well as 
an increase in the operations of banks. The demand 
for credit, particularly in rural areas, has gone up 
considerably and the deposit growth of banks has been 
affected by the availability of other channels of 
investment with relatively better yields. 
The share of rural offices in total deposits 
and advances at the end of June, 1985 was 13.6 per 
cent and 13.0 per cent, respectively as against 14.6 
and 13.2 per cent in June, 1984 which indicates that 
in both the mobilization of deposits and deployment 
of credit the performance of rural offices is 
ci -J 
unsa t i s fac tory . Further the share of ru ra l offices 
in t o t a l deposits has declined marginally from 14.7 
per cent in December, 1982 to 14.1 per cent in June, 
I9tt3 while tha t of semi-urban offices has gone up 
from 22.6 per cent to 23.5 per cent in the same period. 
Credit deployment of scheduled commercial banks in 
r u r a l areas a lso declined 13.2 per cent in June, 1984 
to 13.0 per cent in June, 1985. 
The data indicate t ha t the progress of commer-
c i a l banks in respect of deposi t and c r e d i t in ru ra l 
areas during 1984-85 i s not s a t i s f ac to ry . All e f fo r t s 
must be made to improve the performance of Commercial 
banks in mobilisation of deposi ts and deployment of 
c r e d i t in r u r a l a reas . 
Table 2,2 shows t h a t the percentage of t o t a l 
a g r i c u l t u r a l advances to ne t bank c r e d i t was 7.1 per 
cent in December 1969 and i t has increased to 18.1 per 
cent in 1985,which i s not an encouraging f igure . This 
meagre r a t i o can not f u l l f i l the heavy f inanc ia l 
requirements of farmers concerning the i r farm operations 
and land improvements. 
1. Report on Currency & Finance, RBI, 1985-86, V-l, 
p. 186-189. 
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In a a g r i c u l t u r a l based country l ike India 
where more than 70 per cent of people are engaged in 
ag r i cu l t u r e , the share of agr icu l ture in t o t a l bank 
c r e d i t (roughly 18.1 per cent) can not be considered 
s a t i s f ac to ry by any s tandards . 
Table 2.5 indica tes that the t o t a l a g r i c u l t u r a l 
advances of scheduled commercial banks increased from 
a mere Rs.2,580 mill ion under 5,68,000 borrowal accounts 
in December 1969 to Rs.81,740 mill ion under 1,51,76,000 
borrowal accounts in September, 1985. Simi lar ly 
the advances of scheduled commercial banks to small 
scale i ndus t r i e s have shown phenomenal increase over 
the years . They have increased from Rs.3,469 mil l ion 
Table 2.6 
Loans to Agriculture and Small Scale Indus t r ies 
Year 
Agriculture 
Loan in Total No. 
mil l ion of borro-
wers 
Small Scale Indus t r ies 
Loan in Total no. 
mil l ion of borrowers 
Dec. 1969 2,580 5,68,000 3,469 72,000 
Sept. 1985 81,740 1,51,76,000 68,031 14,88,000 
Source: RBI Bul le t in , Feb. 1986 
1. Ojha, P.O. R.B.I . Bul le t in , Feb. 1986, p.154 
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under 72,000 borrowal accounts in December, 1969 to 
Rs.68,031 mil l ion under 14,88,000 accounts a t the end 
of September, 1985 and cons t i tu ted 15.1 per cent of net 
bank c r e d i t . 
I t i s evident from table 2.6 t h a t upto 1969, 
the agr icu l tu re financing by the commercial banks was 
not given due importance as compared to the industry 
despite the fac t tha t the India i s a country where a 
large majority of population i s engaged in agr icu l tu re 
and a l l i ed occupations. The loan provided by the banks 
for the agr icu l tu re purposes amounted to Rs.2,580 mill ion 
t i l l December 1969, whereas the f inanc ia l ass i s tance 
provided to the small scale indus t r ies amounted to 
Rs.3,469 mil l ion in the same period. This makes us 
fee l tha t despi te the f ac t t ha t both ag r i cu l tu re and 
small scale indust r ies were included in ' p r i o r i t y ' l i s t 
the small scale industry was given much more importance 
and patronage as compared to the ag r i cu l t u r e . This 
negligence on the par t of the banks acted as ba r r i e r s 
in the sound development and growth of ag r i cu l tu re 
sector in the coxintry. However, some improvement in 
financing of agr icu l ture by the na t iona l i sed banks can 
1. Ibid, p.155, 
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can be noticed in the year, 1985 as the banks financed 
around Rs.13,74 9 million in excess to the agriculture 
sector as compared to the small scale units. But even 
this improvement is not so encouraging in its totality 
and this aspects needs the attention of policy makers 
and directors of nationalised banks. 
Summary 
I n d i a ' s economy is primari ly agro-based. 
Agricul ture forms the backbone of i t s economy. I t i s 
the source of livelihood for more than 70 per cent of 
i t s populat ion. I t contr ibutes about 38 per cent of 
i t s ne t na t iona l product, provides food, supplies raw 
mater ia l s to industry, earns foreign exchange and 
generates purchasing power and demand for consxamer 
goods in r u r a l a reas . The s ignif icance of Indian 
ag r i cu l tu re fur ther a r i s e s from the f ac t t h a t i t i s the 
source of supply of raw mater ia ls to our leading 
indus t r i e s such as : cot ton, j u t e and t e x t i l e i ndus t r i e s , 
as well as sugar, tea , food products e t c . , a l l of 
which depend on agr icu l tu re for the supply of raw 
ma te r i a l s . 
Finance i s the backbone of a l l the indus t r ies 
including ag r i cu l tu re . Inadequate finance i s one of the 
&2 
most important reasons for the very slow development 
of Indian agriculture. Untimely, inadequate and costly 
finance is available to the Indian farmers. The farmers 
have not been able to secure adequate finance for 
their seasonable agricultural operations. Credit plays 
a most significant role in the development of 
productivity. It helps in enlarging the net cultivable 
area by bringing waste and fallow land under cultivation, 
providing the manure, fertilizers, seeds, protection 
of land, the provision of irrigation water and making 
available agricultural implements to the farmers. 
One of the major constraints faced by the rural 
population is finance to work with, besides lack of 
expert guidance and advice. Majority of the rural 
population, in the absence of adequate institutional 
finance to support their productive activities, approach 
the rural money lenders who never help them in real terms 
but add their burden of debt to their families. Thus, 
the landless labour-force is reduced to a weak lot 
which does not get a handful even by working through 
the whole day* These illiterate, poor people become 
the largest group to be cared for in the development 
process in the country* Before independence, ideas of 
helping the rural people were mooted to take the shape 
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of 'cooperation' in India. The surveyor of credit to 
the general populace of the country is still the 
cooperative credit system. The cooperative financing 
system did face the bottlenecks like rising overdues, 
bureaucratism, interference from various quarters, etc. 
later, 
commercial banks joined the scene / There have been a 
significant change in the banking scene in the country 
after the publication of the All India Rural Credit 
Survey Report in 1954. The takeover of the Imperial 
Bank of India and its conversion into the State Bank of 
India in 1955, introduction of social control over banks 
in 1967 and the subsequent nationalisation of 14 major 
banks in 1969, the establishment of Regional Rural Banks 
in 1975, the second stage of nationalisation of six 
banks in 1980, the setting up of NABARD etc. paved the 
way for the commercial banks to play a dynamic role in 
lending to poorer sections of the population. The 
nationalisation of the banks was an opportunity and a 
challenge to the banks to cast themselves in a dynamic 
and innovative role. It is still not too late for the 
nationalised banks to meet these challenges 
effectively and boldly. On this depend the best hopes 
of the country. 
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Financing of Small and Medium Sized Farms In U.P. 
Introduction 
Uttar Pradesh i s the l a rges t s t a t e of Indian 
union in r e spec t of populat ion. I t ranks fourth in 
area next to Madhya Pradesh, Maharashtra and Rajasthan. 
The geographical area of Ut tar Pradesh i s 294,413 sq. 
km. The s t a t e i s s i tua ted in the northern p a r t of the 
country and i s boxind by Himachal Pradesh, Haryana, 
Delhi and Rajasthan on the west and in the north 116 
the Himalayas. The Gengetlc p la in covers about two 
th i rd of the t o t a l area of the s t a t e , and there fore , 
i t has predominantly an a g r i c u l t u r a l economy. Agriculture 
and a l l i e d sec tors con t r ibu te about 60 per cent of the 
t o t a l income of the s t a t e . Thus, the growth of 
a g r i c u l t u r a l sec tor i s an Important ind ica tor of the 
over a l l progress of the s t a t e ' s economy. 
In a l l , there are f i f ty-seven d i s t r i c t s in 
the s t a t e which have been fur ther s\ib-divided in to 
248 t e h s i l s . For development purposes, the d i s t r i c t s 
have been divided in to 895 blocks which are much 
smaller in area than t e h s i l s , but do not general ly 
cu t across the t e h s i l s in the s t a t e . These blocks 
comprise 8,805 Nyaya Panchayats and 74,067 Gram sabhas. 
6S 
Thus, on an average, each developroent block consists 
of 9 to 10 nyaya Panchayats and each nyaya panchayat 
comprises of eight to nine gram sabhas. Normally one 
to three inhabited villages form a gram sabha. There 
are in all 1,12,566 populated villages and 659 tovms 
in U.P.^ 
As per 1981 census, U.P. has a total population 
of 11,08.62 lakhs with a density of 337 per sq. km, 
for the state as a whole which is next to Kerala. 
West Bengal and Bihar. Eighty two per cent of State's 
2 
population i.e. about 9,09.63 lakhs live in rural areas. 
The number of working force engaged in the 
main occupations in U.P. is 340,52 thousand. Out of 
which the percentage of cultivators and agriciiltural 
labours constitutes 55,7 and 15.2 per cent respectively. 
About 71.0 per cent of the total working population 
is engaged in agriculture. Ihese figures confirm that 
the economy of the state is primarily agrarian in character 
and occupation. Table 3.1 reveals the occupational 
pattern of Uttar Pradesh. 
1. Statistical Diary of U.P., 1985, p.l. 
2. Ibid., p.31. 
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Table 3.1 
Occgpational pa t te rn of u . P . ( in thousand) 
Occupation Rural Urban Total Percen-
Male Female Male Female tage 
Cul t iva to rs 17,159 1,329 456 014 18,958 55.7 
Agricultviral 3,877 964 311 025 5,177 15.2 
labour 
Others 3,455 242 4,331 233 8,262 24,3 
Margina1 
workers 346 1,348 018 043 1,655 4 .8 
24,737 3,883 5,116 315 34,052 100.0 
Source: S t a t i s t i c a l Diary U.P. 1985, page No.31. 
Land U t i l i z a t i o n Pattern in u t t a r Pradesh 
Land i s the most important n a t u r a l resource 
for the developtent of the economy of Ut ta r Pradesh, 
The economic development of the s t a t e mainly depends 
how well the land resources are u t i l i z e d . Table 3.2 
reveals t h a t the 17,262 thousand hectare are ne t area 
sown in 1983-84 of "the t o t a l repor t ing area 29,755 
thousand hec t a re s . From 58 per cent of the repor t ing 
area , about 26.2 per cent area i s sown more than 
once in Ut ta r Pradesh. 
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Table 3.2 
Land u t i l i z a t i o n In U.P. 
•000 h e c t a r e s 
^*®"^ 1978-79 1982-83 1983-84 
1 . Repor t ing a r ea 29,809 29,748 29,755 
2 . F o r e s t 5 , l 09 5,12o 5,121 17.2% 
3 . 
4 . 
5 . 
6 . 
Barren and x incu l t lvab le 
land 
Land put t o non-
a g r i c u l t u r a l u s e s 
C u l t i v a b l e waste 
Permanent Pas tures & 
1 ,146 
2 , 2 1 8 
1 ,338 
298 
1 ,120 
2 , 3 3 6 
1 ,147 
299 
1 ,105 
2 ,352 
1 ,150 
298 
3.T/0 
7.9% 
3.8% 
1% 
o t h e r g r a z i n g land 
7 . Land voider mlsc l l aneous 679 568 548 1.8% 
t r e e c rops and groves 
8 . 
9 . 
1 0 . 
1 1 . 
Current f a l l o w 
Other f a l l o w 
Net area sown 
Area sown more 
once 
than 
932 
607 
17 ,482 
6 ,819 
1 ,176 
756 
1 7 , 2 2 6 
7 ,482 
1 ,160 
780 
1 7 , 2 6 2 
7 , 8 0 6 
3.9% 
2.6% 
58.0% 
26.2% 
Sotirce : S t a t i s t i c a l Diary of U.P l , 1985, page 124. 
S ize of Land Holdings In U.P. and Their D i s t r i b u t i o n 
The d a t a In t a b l e 3 .3 shows t h a t t h e r e a r e 
1,75,638 hundred land ho ld ings In U t t a r Pradesh having 
1,75,384 hundred h e c t a r e s opera ted a rea \ander them. 
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About 70 per cent of the opera t ional holdings in 
Uttar Pradesh are marginal holdings i . e . holdings 
below 1.0 hec ta re . The average s ize of a holding 
in th i s category i s j u s t 0.36 hec ta re . About 16 per 
cent of the holdings covering an area of about 23 per 
cent are small holdings. The average s ize of a holding 
in tfels category i s 1.37 hec t a r e s . About 9% of the 
holdings of 2 to 4 hec ta res s ize occupy about 24 per 
cent operated a rea . The average size of holding in 
t h i s category i s 2,72 h e c t a r e s . About 3.8 per cent of 
holdings occupying 21,2 per cent operated a rea , are 
medium holding and average s ize of holding in t h i s 
category i s 5,65 hec ta res . 
Table 3.3 
Land holdings in Ut tar Pradesh (in hectare) 
Size of holdings Number Cult ivated area 
COO) 
Less 
0-1 
1-2 
2-3 
3-4 
4-5 
than 0,5 
5-7V2 
7.5-
10.0-
.10. 
•20, 
,0 
.0 
hectare 88,075 
1,23,472 
28,917 
10*863 
5,093 
2,833 
2,816 
931 
627 
19,168 
44,300 
39,628 
25,978 
17,405 
12,555 
16,730 
7,907 
7,990 
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Table 3.3 Contd. 
S i z e of h o l d i n g s 
2 0 . 0 - 3 6 . 0 
3 0 . 0 - 4 0 . 0 
4 0 . 0 - 5 0 . 0 
5 0 . 0 and above 
T o t a l 
Number 
COO) 
1 ,75 
60 
14 
5 
7 
, 638 
C u l t i v a t e d area 
1. 
1 ,387 
471 
203 
830 
, 7 5 , 3 8 4 
Source : A g r i c u l t t i r a l S i t u a t i o n in I n d i a , June 1984, 
page 163, 
Table 3,4 shows the d i s t r i b u t i o n p a t t e r n of 
land ho ld ings in U.P, in r e s p e c t of m a r g i n a l , sma l l , 
medivim and l a rge fa rmers . 
Table 3.4 
The D i s t r i b u t i o n of Land Holdings in U.P. 
C las s of Farmers No. of % t o C u l t i v a t e d %age t o 
Farms t o t a l a r ea (Hect) t o t a l 
ceo) 
1. Marginal Farmers 1,23,472 70.2 
2 , Small Farmers 28,917 16,5 
3 . Medium Farmers 22,536 12.9 
4 , Large Farmers 713 0.4 
To ta l 1,75,638 100.0 1,75,384 100.0 
Source; A g r i c u l t u r a l S i t u a t i o n in I n d i a , J u n e 1984, 
page 162, 
4 4 , 3 0 0 
3 9 , 6 2 8 
8 0 , 5 7 5 
1 0 , 8 8 1 
2 5 , 3 
2 2 . 6 
4 5 . 9 
6 .2 
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It is evident from table 3,4 that more than 
86 per cent of the holdings are small and marginal 
in size and that the land is unequitably distributed. 
Small and scattered holdings are a major obstacle 
in the introduction of scientific method of cultivation 
in agriculture. Hence, consolidation of land holdings 
and, prevention of further subdivision of land holdings 
are required to be undertaken. Also the land reform 
measures are needed to be expedited. These are essential 
tasks to be taken up on priority basis. 
Role of Credit in Fairminq 
Application of modem farming methods requires 
greater cash inputs such as chemicals, fertilizers, 
pesticides and high yielding varieties of seeds, which 
cannot be fully met from the personal savings of 
average Indian farmers, hence, the demand for credit 
is increasing day by day in a developing economy. 
Credit plays a significant role in rejuvenating the 
near stagnant agriculture. Its right quantity and 
right kinds contribute to agricultural development 
immensely. Its role consists in enlarging the net 
cultivable area by bringing waste and fallow land 
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under c u l t i v a t i o n , providing be t t e r manure and chemical 
f e r t i l i z e r s , protect ion of lands, the provision of 
i r r i g a t i o n , making large amounts of fixed and working 
c a p i t a l avai lable to ag r i cu l tu re . Right type of 
c r e d i t penetra tes technology in to ag r i cu l tu re and 
in jec t s an element of heal thy competition and brings 
commercial considerations in farm opera t ions . I t 
turns ag r i cu l tu re into ' a way of l i f e ' . Tlfius, the ro le 
of c r e d i t and i t s demand cons i s t s in lying the foxindation 
stone of fairm revolution and maintaining the s t ruc tu re 
b u i l t upon i t . 
The c r e d i t needs of farmers may be c l a s s i f i e d 
as period-wise, purpose-wise, securi ty-wise and 
c red i t -wise . We consider t h a t the period-wise c l a s s i -
f i ca t ion has more s ignif icance than o the r s . The 
period-wise c l a s s i f i c a t i o n i s as xinder: 
1, Short-term or seasonal c r e d i t i s one vrhich provides 
farmers working c a p i t a l to run t h e i r farms 
e f f i c i e n t l y . The period of such loan does not 
normally exceed 15 months. 
1, Sharma, R.D. Agricul tura l Finance in Ind ia , 
1980,pp.16-17. 
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2. Medium-term c red i t va r i e s from 15 months to 5 years. 
I t provides farmers c a p i t a l to purchase l ives tock 
and farm machinery, 
3, Lond-term c r e d i t i s one which offers the farmers 
funds required for purchasing small and medium 
holdings or to e f fec t permanent improvements. The 
period of such c r e d i t i s more than 5 years . 
Table 3.5 
Class i f ica t ion of c r e d i t requirements 
C las s i f i ca t ion Items of requirements 
A, Purpose 
1. Capital expenditure Purchase of land, land reclama-
tion, construction and repairs 
of wells, irrigation sources, 
purchase of farm machinery, their 
repairs,replacement, addition etc. 
2, Ctirrent expenditure Purchase of seeds, mannures, 
fodder, hire charges of water, 
machines, wages, rent etc. 
3. Family expenditure Purchase of cloths, utensils, 
medical and educational expenses 
litigations, marriage etc. 
4, Repayment of debt Repayment of debts and interest. 
B. Period 
1. Short-term c r e d i t 
2. Medium-term c r e d i t 
Recurring expenses for the 
period not exceeding 15 months 
for seasonal crop. 
Expenses on farms assets of 
temporary nature for the period 
not exceeding more than 60 months. 
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Table 3.5 Contd, 
Classification Items of requirements 
3, Long-term credit 
C. Nature 
1. Consumption credit 
2. Production credit 
3. Investment credit 
Expenses of capital nature 
covering a period of 5 to 20 
years. 
Personal and domestic expenses 
etc. 
Farm expenses of recurring 
nature and related to agricul-
tural operations. 
Expenses of capital nature 
related to agricultural 
operations. 
Source: Kumar, K. Institutional Financing of Indian 
Agriculture, 1987, p.52. 
We have selected the period-wise classification 
for the purpose of discussion in the present thesis 
as this classification has more relevance than others. 
Need for Agricultural Credit 
Thje need and importance of credit in agriculture 
can not be overemphasised. Improving agricultural 
productivity at the initial stage is extremely 
important as it generates infrastructural r<iw-material 
leading to increasing industrial expansion. The backward 
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agr i cu l tu re i s bound to lead to poverty and low-
standards of l iv ing , e spec ia l ly in count r ies t h a t 
are piredominently a g r i c u l t u r a l . Therefore, i t i s of 
paramount importance t h a t we should devise adequate 
and comprehensive plans to e f fec t ive ly handle the 
a g r i c u l t u r a l sec tor . Any mishandling in t h i s respec t 
w i l l be counterproductive and damage our e n t i r e 
economic growth. 
Agr icul tura l development i s acu te ly dependent 
upon ex te rna l f inanc ia l supp)ort. H i s t o r i c a l evidence 
proves t h i s f ac t beyond any shadow of doubt. As highly 
sophis t i ca ted a g r i c u l t u r a l technology has been introduced, 
so ag r i cu l t u r e i s f a s t l y growing as a c a p i t a l - i n t e n s i v e 
sec tor of economy. Therefore, huge f i n a n c i a l inputs 
are required to sus ta in prospects of successful 
ag r i cu l tu re in our times. 
Important changes are taking place on 
ag r i cu l t t i r a l f ront . Indian farmers today demand more 
non-farm resources such as chemical, f e r t i l i z e r s , 
manures, p e s t i c i d e s , high y ie ld ing v a r i e t i e s of seeds 
and more mechanisation of c u l t i v a t i o n e t c . These 
changes on farm front indica te the beginning of a 
new era in ag r i cu l t u r e . Modern farming obviously 
involves g rea te r cash inputs which cannot be met 
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fu l ly from personal savings by an average Indian 
farmers. As FAO repor t put i t "The farmers in 
underdeveloped coxmtries can not expect t h e i r needs 
to come from savings s u f f i c i e n t to provide the minimiim 
2 
necessar ies of l i fe-food c l o t h e s , and s h e l t e r " . 
Without assured and regular flow of c r e d i t , the modern 
farming i s t o t a l l y a ' c ry for the mars ' . The more 
backward the ag r i cu l tu re , the greater sha l l be the need 
for c r e d i t to provide necessary f a c e - l i f t to agr icu l tu re . 
If ag r i cu l tu re in India has not developed as a p r o f i t 
making indus t ry , surely the reason must be t h a t the new 
technology was not t o t a l l y adopted mainly due to 
3 
paucity of funds. 
I t should a l so be borne in mind thiat the 
abxindance of c a p i t a l i s as much harmful to agrar ian 
growth as the paucity of i t . The provision of 
abundant c a p i t a l leads t o i t s diversion towards less 
productive uses . Like indus t ry , agr icu l ture a l so 
needs proper dose of c r e d i t . I t should he supplied 
to r i g h t person in r i g h t quant i ty for r i g h t purpose 
1. Kximar, K. I n s t i t u t i o n a l Financing of India Agricul-
tu re , 1987, p .50 . 
2 . Documentation prepared for the centre of land 
problems in Asia and for East , F.A.O. 1955, p.90. 
3 . Kumar, K. I n s t i t u t i o n a l Financing of India 
Agr icu l ture , 1987, p.SO, 
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and at the right time. 
Credit is the sine quanon for agricultural as 
well as industry in all countries whether developed 
o r underveloped. Money-lenders are the main stay of 
Indian fanners for their credit needs. This is certainly 
not a very healthy feature especially after the 
nationalisation of major commercial banks in the 
country. To avoid and lessen the irox>act of money-
lenders« it is essential that credit should be made 
available to agriculturists on easy terms both for 
productive and non-productive purposes. Hence, the 
institutional credit has more important role to play 
in Indian economy. It is truism to say that adeq[uate 
supply of finance is the kingpin of rural development. 
Pattern of Agricultural Financing in U.P. 
An analysis of comparative positicwi of SBI 
group and nationalised banks in agricultural finance 
shows that in 1973/ the public sector banks consisting 
the State Bank of India Group and the 14 nationalised 
banks accounted for 96.5 j>er cent of total agricultural 
credit. Among public sector banks. Nationalised banks 
share was 62,5 per cent and that of State Bank 
Group 34,0 per cent in total agricultural — -
1. Kumar, K. Ibid., p.50. 
i*< \* .1 i\t 
'.-«/ 
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T a b l e 3 . 6 
C o m p a r a t i v e P o s i t i o n i n A g r i c u l t u r a l F i n a n c e of S t a t e Bank G r o u p , N a t i o n s l i - ^ e d 
Banks and a l l S c h e d u l e d C o m m e r c i a l Banks i n U . P . 
(Amt. i n thou '^and] 
Y e a r e n d e d Types of 
December Loans 
STATE BANK OF INDIA NATIONALISED BANKS ALL SCHEDULED 
AND ITS ASSOCIATES COMtlERCIAL BANKS 
N o . of Ampunt ^Nol o? Amount No. "o? Amount 
A c c o u n t s O u t s t a n - A c c o u n t s O u t s t a n - A c c o u n t s O u t s t a n -
d i n g d i n g d i n g 
1973 
1974 
1975 
1976 
1977 
D i r e c t 
I n d i r e c t 
T o t a l 
D i r e c t 
I r d i r e c t 
T o t a l 
D i r e c t 
I n d i r e c t 
T o t a l 
D i r e c t 
I n d i r e c t 
T o t a l 
D i r e c t 
I n d i r e c t 
T o t a l 
3 5 , 9 ' 0 
( 5 0 . 6 ) 
766 
( 2 1 . 7 ) 
3 6 , 7 0 6 
( 4 9 . 2 ) 
4 7 , 7 5 4 
( 5 1 . 8 ) 
1 ,086 
( 1 5 . 2 ) 
5 0 , 8 4 0 
( 5 1 . 2 ) 
7 5 , 9 6 3 
( 4 8 . 8 ) 
793 
( 8 , 0 ) 
7 6 , 7 5 6 
( 4 6 . 4 ) 
1 7 5 , 3 0 0 
( 5 3 . 3 ) 
6 , 5 1 0 
( 2 5 . 2 ) 
1 8 1 , 8 1 0 
( 5 1 . 2 ) 
2 7 0 , 3 0 9 
( 5 7 . 4 ) 
4 , 6 4 1 
( 1 8 . 1 ) 
2 7 4 , 9 5 0 
( 5 5 . 4 ) 
8 7 , 0 4 6 
( 2 Q . 2 ) 
1 4 5 , 1 3 8 
( 3 7 . 6 ) 
2 3 2 , 1 8 4 
( 3 4 . 0 ) 
1 2 9 , 4 4 3 
( 3 3 . 2 ) 
1 8 6 , 4 1 9 
( 3 2 . 8 ) 
3 1 5 , 8 6 2 
( 3 3 . 0 ) 
1 8 4 , 1 1 3 
( 3 5 . 5 ) 
2 2 5 , 6 4 6 
( 3 1 . 1 ) 
4 0 9 , 7 5 9 
( ^ 6 . 4 ) 
2 8 8 , 4 8 8 
( 3 9 . 4 ) 
1 9 4 , 8 2 0 
( 3 2 . 5 ) 
4 ° 3 , 3 0 8 
( 3 4 . 7 ) 
4 6 5 , 3 6 3 
( 4 1 . 9 ) 
2 1 2 , 9 4 4 
( 3 6 . 4 ) 
6 7 8 , 3 0 7 
( 4 0 . 0 ) 
3 4 , 4 9 7 
( 4 8 . 6 ) 
2 , 5 8 3 
( 7 3 . 3 ) 
3 7 , 0 8 0 
( 4 9 . 7 ) 
4 1 , 7 3 8 
( - .5 .2) 
5 , Q 2 2 
( 8 2 , 6 ) 
4 7 , 6 6 0 
( - 8 , 0 ) 
7 8 , 7 0 5 
( 5 1 . 0 ) 
8 , 9 4 0 
(Q0,2) 
8 7 , 6 4 5 
( 5 3 . 0 ) 
1 4 0 , 2 1 7 
( 2 . 6 ) 
1 8 , 0 5 5 
( 7 0 . 0 ) 
1 5 8 , 2 7 2 
( 4 4 , 6 ) 
1 8 0 , 6 1 2 
( 3 8 . 4 ) 
1 9 , 5 3 1 
( 7 6 . 2 ) 
2 0 0 , 1 4 3 
( 4 0 . 3 ) 
2 0 2 , 1 0 9 
( 6 8 . 0 ) 
2 2 4 , 7 4 6 
( 5 8 . 3 ) 
4 2 6 , 8 5 5 
( 6 2 . 5 ) 
2 5 0 , 4 4 8 
( 6 4 . 2 ) 
3 5 7 , 2 7 4 
( 6 4 , 6 ) 
6 1 7 , 7 2 2 
( ' - , 4 ) 
3 2 2 , 4 7 6 
( 6 2 . 2 ) 
3 6 4 , 6 9 9 
( 6 0 . 0 ) 
6 8 7 , 1 7 5 
( 6 1 . 0 ) 
4 8 4 , 0 7 8 
( 6 1 , 0 ) 
3 8 6 , 5 8 7 
( 6 4 . 5 ) 
8 7 0 , 6 6 5 
6 2 . 6 ) 
6 1 0 , 9 1 0 
( 5 5 . 0 ) 
3 5 2 , 3 9 3 
( 6 0 . 3 ) 
9 6 3 , 3 0 3 
( 5 6 . 8 ) 
7 1 , 0 0 2 
( 1 0 0 . 0 ) 
3 , 5 2 4 
(lon.o) 
7 4 , 5 2 6 
( 1 0 0 . 0 ) 
9 2 , 1 8 6 
( 1 0 0 . 0 ) 
7 , 1 6 4 
( 1 0 0 . 0 ) 
9 9 , 3 5 0 
( 1 0 0 . 0 ) 
155545 
( 1 0 0 . 0 ) 
9 , 9 0 7 
( 1 0 0 . 0 ) 
1 6 5 , 4 5 2 
( 1 0 0 . 0 ) 
3 2 8 , 7 0 5 
( 1 0 0 . 0 ) 
2 5 , 7 9 4 
( 1 0 0 . 0 ) 
3 5 4 , 5 0 0 
( 1 0 0 . 0 ) 
4 7 0 , 5 4 9 
( 1 0 0 . 0 ) 
2 5 , 6 0 8 
( 1 0 0 . 0 ) 
4 9 6 , 1 5 7 
( 1 0 0 . 0 ) 
2 9 7 , 6 6 2 
( 1 0 0 . 0 ) 
3 8 5 , 5 8 5 
( 1 0 0 . 0 ) 
6 8 3 , 2 4 7 
( 1 0 0 . 0 ) 
3 9 0 , 0 3 7 
( 1 0 0 , 0 ) 
5 6 8 . 7 1 1 
( 1 0 0 . 0 ) 
9 5 8 , 7 4 8 
( 1 0 0 . 0 ) 
5 1 8 , 4 0 0 
( 1 0 0 . 0 ) 
6 0 5 , 8 6 5 
( 1 0 0 . 0 ) 
1 1 2 5 , 2 6 5 
( 1 0 0 . 0 ) 
7 9 2 , 5 5 4 
( 1 0 0 . 0 ) 
5 9 8 , 6 2 8 
( 1 0 0 . 0 ) 
1 3 0 1 , 1 8 2 
( 1 0 0 . 0 ) 
1 1 1 0 , 9 9 3 
( 1 0 0 , 0 ) 
5 8 4 , 3 0 6 
( 1 0 0 , 0 ) 
1 6 9 5 , 2 9 9 
( 1 0 0 . 0 ) 
• ^ o t e : F i a i i r e s in b r a c k e t s d e n o t e t h e p e r c e n t a g e t o t o t a l . 
S o u r c e : V a r i o u s I s s u e s of 3 a s i c S t a t i s t i c a l R e t u r n , P , B . I . 
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lending in 1973 in U.P. As regards direct finance. 
Nationalised Banks share was 68,0 per cent and SBI 
and its subsidiaries share was only 29.2 per cent 
in 1973. As far as indirect finance is concerned 
that share of Nationalised Banks was 58.3 per cent 
and that of SBI group was 37.6 per cent. 
Further the t^ble shows that in 1974 the 
share of Nationalised Banks was 64,4 per cent and 
that of the State Bank of India and its subsidiaries 
was 33,0 per cent in total agricultural lending in 
U,P. But in 1975, there was a little increase in the 
share of S.B.I. Group, 3,4 per cent as compared to 
previous year. In 1977, the total financing accoxinted 
for 96.8 per cent and the share of Nationalised Banks 
was more than that of S.B.I. Group but it slightly 
decreased as compared to the previous years, lliere was 
considerable increase in the share of S.B.I. Group 
i.e. 6 per cent as compared to 1973. 
It can, therefore, be concluded from the above 
that nationalised banks have played a vital role in 
agricultural advances in the seventies and they have 
improved their position considerably, yet available 
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finance i s not suf f ic ien t to f u l f i l the requirements 
of Indian c u l t i v a t o r s . Much more needs to be done on 
t h i s front to run the farms on modem t imes. 
6.1 Short-term Agricul tural Loans 
Data regarding shor t term loans, according to 
s ize of operat ional holdings of borrowers in U. P. i s 
given in tab le 3 .7. 
I t i s evident from Table 3.7 t h a t t i l l 
March, 1978 nearly 72 per cent of the t o t a l benef ic ia-
r i e s belonged to the category of marginal/small farmers 
( i . e . with holdings upto 5 acres each) but t h e i r share 
in t o t a l outstanding short- term loans was only 52 per 
cent . By 1979, though the ntjmber of marginal/small 
borrowers of short-terra loans remained near ly the same 
and t h e i r proportion to t o t a l outstanding loans 
decreased to 42.2 per cen t . As regards medium/large 
farmers borrowers (with holdings above 5 acres each) , 
while t h e i r share in t o t a l amount of short- term loans 
increased from 48.0 per cen t in 1978 to 53.8 per cent 
in 1979. The average amount of short-tenti loans per 
borrowal account of marginal/small farmers was almost 
the same Rs.457 in 1978 and Rs.449 in 1979, while t ha t 
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of mediiim/large farmers rose from Rs. 1,075 to Rs. 1,358 
in the same period. Thus, the increase in the share of 
meditim/large farnrters in t o t a l shor t term loans , during 
the period of 1978 and 1979, i s indica t ive of the 
progress made by banks in meeting the c r e d i t needs of 
t h i s c l a s s of farmers. 
This table a lso reveals tha t t i l l March 1980, 
27,7 per cen t of the t o t a l benef ic ia r ies belonged to 
small farmers ( i . e . with holding from 2.5 to 5,0 
acres) but t h e i r share in t o t a l outstanding shor t -
term loan was 25,4 per cen t . By 1982, the percentage 
of small borrowers pf short- term loans increased to 
29,5 per cen t and t h e i r share in t o t a l ovitstanding 
shor t term loans a lso increased to 27,7 i)er cen t . 
As regards the medium farmer borrowers (vrith holding 
frc»n 5.0 acres to 10.0 acres) the percentage of 
bene f i c i a r i e s increased from 16,4 per cen t to 19.5 
per cent while t h e i r share in t o t a l amoxint of shor t 
term loans decreased from 26,8 per cent in 1980 
to 25.0 per cent in 1982. The average amount of short 
term loans per borrowal account of small farmer rose 
from Rs.742 in 1980 to Rs.914 in 1982 while t h a t of 
medixim farmers decreased from Rs. 1,325 in 1980 to 
Rs.1,266 in 1982. 
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Table 3.8 
Scheduled Commercial Banks' Direct Finance to 
Fanners - Short term ag r i cu l t u r a l Loan According 
tr> s ize of land holdings in Uttar Pradesh. 
(Amt. in lacs ' 
1983 1984 
Size of holdings ^^^ ^^ ^ ^ ^ ^ ^^^ ^ ^ Amount 
Accounts Outstan- Accounts Outstan-
ding ding 
2 ,24 ,021 
(39.4) 
1,64,722 
(29.0) 
1,79,562 
(31.6) 
1,805 
(28.2) 
1,768 
(27.6) 
2,824 
(44.2) 
2 ,27 ,292 
(39.2) 
1,77,171 
(33.5) 
1,75,334 
(30.3) 
1,986 
(28.8) 
2,166 
(31.5) 
2,726 
(39.6) 
Upto 2.5 acres 
2.5 to 5.0 acres 
Above 5.0 acres 
Total 5,68,305 6,396 5,79,797 6,879 
(100.0) iiOO.O) (100.0) (100.0) 
Note: Figures in brackets denote the percentage to total. 
In above table the borrower farmers are classified 
as with size of holdings upto 2,5 acres as marginal 
farmers, 2.5 to 5.0 acres as small farmers, 5.0 to 
10.0 acres as medium farmers and above 10.0 acres 
as large farmers. 
Source : Report on Currency & Finance, .R.B.I. 
Table 3.8 *hows that till June 1983, 39.4 per 
cent of the total beneficiaries belonged to the marginal 
farmers but their share was only 28.2 per cent. By 1984, 
the number of marginal borrowers remained nearly the same 
and their proportion to total borrowal accounts also 
remained almost the same. The numbercf small farmer 
84 
borrovj'ers increased from 29 per cent to 33,5 per cent 
and t h e i r share in t o t a l amount of shor t term loans a l so 
increased from 2 7.6 per cent in 1983 to 31.5 per cent 
in 1984. The average amount of short term loans per 
borrowal account of marginal farmer s l i g h t l y increased 
Rs.805 in 1983 to Rs.873 in 1984 while t h a t of small 
farmer rose from Rs,l073 to Rs.l222 in the same period. 
As far as medium/large farmers are concerned 
t i l l June 1983, 31,6 per cent of the t o t a l benef i c i a r i e s 
belonged to the groups of medium/large farmers ( i . e . 
with holdings above 5 acres) but t he i r share in t o t a l 
outstanding shor t term loans was 44.2 per cen t . By 
1984, the nxamber of medium/large borrowers of short- term 
loans decreased from 31.6 per cent to 30,3 per cent and 
t h e i r proportion to t o t a l borrowal accounts a l so 
decreased from 44.2 per cent to 39.6 per cen t . 
6.2 Long-term Agricul tura l Loans 
An analysis of long term loans, according to 
s ize of operat ional holdings of borrowers i s described 
below: 
I t can be seen from table 3.9 t h a t upto 
March 1978, near ly 51.5 per cent of the t o t a l benef i c i a r i e s 
H 
m 
u 
a 
•p 
rH 
3 
U 
•H 
t^ 
cn 
< 
e M 
(1) 
hi 
D i 
c 
3 
1 
V) 
u Q) 
E 
U 
0 
Ct^  
0 
•P 
cr> 4) 
O 
n C 
ro (D C 
rH - H 
J3 &H 
m 
EH - P 
O 
OJ 
M 
-H 
Q 
. V) 
M 
C 
(0 
CQ 
r H 
(0 
•H 
0 
VH 
d) 
§ 
0 
U 
T) 
0) 
i H 
:3 
Ti 
(D 
;C 
u CO 
x: K) 
Q) 
' d (0 
t j 
D J 
u (0 
•p 
p 
D 
C 
to 
CP 
c 
•H 
T! 
rH 
0 
x: 
13 
c (ti 
r H 
>P 
0 
<u N 
•W 
10 
0 
•p 
c 
•H 
13 (H 
0 
0 
< 
11 
c (0 
s 
,-^ 
m j : : 
^ 
r H 
• to 
a 
c 
- H 
-P 
c 
s 
o p 
(5 
-«-' 
1 
•P 1 01 
C -P C 
3 to -H 
0 -MfO 
i 13 C 
< O (0 
CO W 
ON +) 
rH I P C 
0 3 
0 
• U 
0 V 
Z < 
4J 1 CJi 
C -P C 
3 10 -H 
O -P -O 
1 3 C 
rH «^  o ro CO 
c^ to 
TM 4 J 
•P C 
0 3 
0 
• 0 
0 U 
"Z. < 
•P 1 D^ 
C -P C 
3 to -rl 
0 p r o 
E 3 C 
< O (0 
O 
CO to 
a\ +3 
rH I P C 
0 3 
0 
• 0 
0 0 
'^ <: 
•p r Di 
C -P C 
3 to "H 
0 +>'a 
6 3 C 
a>< Ota 
r-
CTv (0 
rH + ) 
<P C 
0 3 
0 
• u 
o u 2 < 
•P 1 01 
n -p c 
3 w - H 
0 -P TJ 
E 3 C 
< O (0 
00 
r~ to 
<Ti -P 
rH m c 
0 3 
0 
• u 0 0 
2 ; < 
to 
Oi 
c 
•H 
-0 
r-i 
0 
>p 
0 
0) 
N 
OT 1 
CO 
CM ^-v 
• CO 
IT) • 
i n CM 
CTl rH 
m '-^ 
o 
r o ^-s 
^ f rH 
VD rH 
rH m 
O ^ 
a\ r-
o • 
*oo 
OJ -^ 
o^ O Tl« 
CO • 
*VD 
a> fT) 
CO - ^ 
rH . - ^ 
CO r~ 
in • 
*C0 
rH -—' 
r - ^ 
• ^ CO 
VO . 
* r H 
cn n 
i n • ^ 
1 
1 
1 
1 
w (D 
^1 
U 
(0 
i n 
• CM 
o 
•p 
a 
D 
o 
o ^ 
t CM 
t^ . 
o •<* 
r t rH 
• * " - ' 
(Ti 
i n ' -N 
O VO 
CM - ^ 
O CN 
^^ 
VO rH 
rH • 
VO i n 
* r H 
en —^ 
rH - ^ 
VO ro 
"* • 
- V O 
r~ CM 
r- ^ 
, - v 
cr> f o 
CM t 
CM OJ 
• • rH 
CM ^ - ' 
n '-^ i n i n 
rH • 
*a-. C~- CM 
i n ' - ' 
^--x 
i n o 
in • 
CTl CM 
«.(NJ 
CM — ' 
«j« »—» 
n o 
CM • 
* i n 
r- i n 
00 ^ 
-^^  
•si< m 
CO • 
rH cn 
-Oi 
CM ^ ^ 
-^.. 
i n rH 
CO in 
VO . 
x r H 
vD i n 
in - - ' 
to 
dj 
u 0 
< 
o 
t 
i n 
0 
•p 
i n 
• 
CN 
i n 
t^ ^ 
• i n 
r^  . 
com 
rj< rH 
•^ -^ 
-^ 
cn ^^ 
VO ro 
C^ rH 
r~ c>j 
^ - v 
i n "d-
CO . 
VO i n 
HrH 
m -^ 
TH <--
r - o j 
CM . 
• . rH 
CM CM 
VO ^ 
^-^ 
VO ^ t 
CO • 
CO O 
S r H 
rH — ' 
c^ ^^ 
VO 00 
•5J. . 
sVO 
CM rH 
n ^ 
/—V 
CO O 
rH • 
• * CO 
^r-
o ^ 
rH 
rH . - ^ 
VO o 
in . 
* i n 
rH '3 ' 
t^ ^ 
^~^ 
n t -
CJN . 
rH VO 
%C^ 
r- — 
rH „-^ 
i n i n 
fO • 
^CD 
r o rj* 
i n ^^ 
X 
o 
• 
o rH 
0 
+J 
o 
• 
i n 
CO 
CO ^ 
• i n 
CO • 
r- CD 
O in 
CO -^ 
r H 
i n 
O /-^ 
CM O 
VD ro 
00 CM 
^-, 
CM CO 
•^ • i n o 
»VD 
"* ^-' 
rH 
i n '-^ 
VO rH 
a\ . 
*CM 
rj- CM 
lO • - -
< ^ - ^ 
CO 0^ 
rH • 
rH VO 
».VD 
CM — ' 
rH 
CM /-N 
i n CO 
rH • 
»CM 
•si' CM 
• ^ ^ 
1 
1 
1 
1 
; 
o 
• 
o 
rH 
0 
-p 
0) 
> 
0 
XI 
< 
rH ^-v 
<3^  O 
• • CO O 
CM O 
<y\ rH 
O — ' 
n 
C O ^ 
CM O 
m • 
••o 
T t O 
r - rH 
<-^  
o 
m • 
ro O 
a\ o 
• • rH 
ft-) ^^ 
CM 
/ - • ^ 
r- o 
cr. • 
0\ O 
* o 
r o rH 
CM 
O 
• * • 
rH O 
rH O 
• • rH 
C O ^ 
rH 
^^ 
rH O 
CM • 
«* o 
» o 
r o rH 
C\ -^ 
rH 
^^ 
o 
m • 
r- o 
ro O 
<»rH 
ro ^^ 
T H 
i n •"^ 
ON (O. 
r- . 
» o 
CO O 
i n rH 
rH ^ - ' 
.^ -^  
o 
r- • 
r- o 
CO O 
» r H 
C T i ^ 
j ' - X 
VO O 
ro • 
o o 
* o 
O rH 
rH —• 
rH 
H 
(0 
• P 
0 
6H 
GJ 
• H rH 
U H I-H 
• H fC 
CO E 
1 to to 
tc 
• H to 
U (D . 
to 
Q; to IH 
in dJ (D 
(0 U £ 
V U 
m to (0 
U i n 
0) O 
E • OJ 
iH i n Oi 
fO 1^ 
vp O ro 
-P rH 
u 
dJ i n CO 
!5 • fD 
O C M 
JH tn 
iH •• C; 
O to t4 
^ VH 0 
QJ fD 
0) E 
^ ^^ O 
; EH fO rH 
MH 
(U 
• rH > 
rH ro 0 
fO C ^ 
•P -H ro 
0 0^ 
-P M 'D 
(0 C 
0 E fC 
P 
to to 
(U (0 iH 
01 (U 
fO to e 
•^ <D U 
C U (V 
0) O ip 
U ro 
M e Q) i n 3 
r>j ' 0 
Q) Q; 
X O E 
•P +J 
a to dJ 3 n3 
+> 0 to to 
C Oi d) 
Q) C U 
TJ -H 0 
to rH 
• P O O 
d) x : rH 
^ 
U v»H O 
ro 0 -P 
iH 
X! d) O 
N . 
C -H i n 
•H to 
s 
to x : to 
d) -P JH 
>H VH d; 
3 5 E 
•rl to ro 
fc CO m 
*• 
d; 
1 -P 
o 
• 
H 
• 
CQ 
a 
K 
0) 
u 
c to 
•H 
fe 
Tl 
c 
ro 
> i 
V 
c 
0) 
^ 
l^ 
3 
C) 
c 
o 
-p 
u 0 
p. 
tt) 
a 
• • 
d) 
0 
IH 
3 
0 
w 
85 
88 
belonged to the category of marginal/small farmers 
( i . e . with holdings upto 5 acres each) but t h e i r share 
in t o t a l outstanding long-term loans was only 23.3 
per cent . By 1979/ though the number of unarginal/small 
borrowers of long term loans increased from 51.5 per 
cent to 55.0 per cent but t h e i r share in t o t a l 
outstanding amount decreased from 23.3 per cent in 
1978 to 22 per cent in 1979. The average amount of 
long term loans per borrowal account of marginal/small 
farmer decreased from Rs.3,852 in 1978 to Rs,3,387 
in 1979 while t h a t of medium/large farmer rose from 
Rs.13/482 to Rs.14,558. Thus, the increase in the 
share of mediiun/large farmers in t o t a l long term loans 
i s ind ica t ive of t l » progress made by banks to meet 
c r e d i t needs of t h i s c l a s s of farmers. 
In 1980, the 31.8 per cent of the t o t a l 
bene f i c i a r i e s belonged to marginal farmers but t he i r 
share of t o t a l long term loan was 8,7 per cent only. 
By 1982, though the nximber of marginal borrowal 
decreased while t h e i r share in t o t a l outstanding of 
long term loans increased from 8,7 per cen t in 1980 
to 12.8 per cent in 1982. The average amount of per 
borrowal account of marginal farmer increased from 
Rs.2,650 in 1980 to Rs.3,397 in 1982, 
87 
In 1980, the 29.5 per cent of toltal benef ic iar ies 
belonged to the category of small farmers ( i . e . with 
holding 2.5 to 5.0 acres) and the i r share in t o t a l 
outstanding of long term loans was 12,3 jper cent . By 
1982, the number of benef ic ia r ies of small farmers 
decreased from 29.5 per cent in 1980 to 24,6 per cent 
in 1982 while the share in t o t a l outstanding amount 
increased from 12.3 per cent in 1980 to 14,2 per cent 
in 1982. The average amount of small fainmers increased 
Rs.3,900 per borrowal in 1980 to Rs.4,787 in 1982. 
Regarding medium farmers, the 16,8 per cent of 
t o t a l benef ic ia r i e s belonged to the category of meditam 
farmers and t h e i r share was only 10,4 per cent in 
t o t a l outstanding in 1980. By 1982, though the number 
of bene f i c i a r i e s of medium farmers increased from 16.8 
per cent in 1980 to 21.3 per cent in 1982 and t h e i r 
share of the borrowals in t o t a l outstanding a lso increased 
frOTi 10.4 per cent to 15.5 per cent in the same 
period. Byt the average of per borrowal decreased from 
Rs.5,808 in 1980 to Rs.5,635 in 1982. As regard large 
farmers, the 22.8 per cent of t o t a l bene f i c i a r i e s 
belonged to t h i s category and t h e i r share in t o t a l 
88 
outstanding amount of long-term loans was 66.9 per 
cent . By 1982, the paroportion of benef ic ia r ies was 
almost the same as in 1980 but the i r share in t o t a l 
outstanding amount of long term loans decreased from 
66,9 per cent to 58.5 per cent in 1982. The average 
amoxmt of per borrowal account of large farmer 
decreased from Rs.22,384 in 1980 to Rs.2o,971 in 1982. 
The average amount of long-term loans per 
borrowal account of marginal/small farmers increased 
Rs.2,650 to Rs.3,397 and Rs.3,900 to Rs.4,787 over the 
period of 1980 to 1982 while t h a t of medium/large 
fanners decreased from Rs,5,808 to Rs,5,635 and 
Rs.27,446 to Rs.20,971 respec t ive ly . Thus, the increase 
in the share of marginal/small farmers in t o t a l long 
term loans, over the period of 1980-1982, i s indica t ive 
of the progress achieved by banks in meeting the c r e d i t 
needs of t h i s c lass of farmers. These t rends are no 
doubt, encouraging. 
I t i s evident from tab le 3.10 t h a t t i l l 
June 1983, these were 25.5 per cent of marginal farmers 
( i . e . withholdings upto 2.5 acres each) but t h e i r share 
in t o t a l outstanding was 13.0 per cent only. By 1984, 
the ntimber of marginal farmers increased from 25,5 per cent 
8D 
Table 3.10 
Scheduled Commercial Banks' Direct Finance to 
Farmers - (Lon<^  Term Agricul tura l Loan 
According to s ize of land holdings in Ut ta r 
Pradesh). 
(i^mount in 
lakhs) 
Size of holdings 1983 198? No. of Amount No. of Amount 
Accounts Outstan- Accounts Outstanding 
ding 
Upto 2J5 acres 
2.5 to 5,0 acres 
Above 5,0 acres 
1,14,192 4,671 1„59,711 6,018 
(25.5) (13.0) (35.4) (14.3) 
1,12,655 5,134 1„36,197 7,831 
(25.1) (14.4) (30.2) (18.6) 
1,94,252 25,947 1,55,514 28,322 
(43.4) (72.6) (34.4) (67.1) 
Total 4,48,099 ,35,752 4,51,422 42,171 
(100.0 (100.0) (100.0) (100.0) 
Note: Figures in brackets denote the percentage to t o t a l . 
Source: Report on Currency & Finance, R.B.I . 
to 35,4 per cent . As regards small farmers, the 25.1 
per cent of t o t a l benef ic ia r i e s belonged to the 
category of small farmers and the i r share in t o t a l 
outstanding was 14,4 per cen t . By 1984, the ntimber 
of small farmers increased from 25.1 per cen t to 
30.2 per cent and t h e i r share in t o t a l outs tanding 
amount a l so increased from 14.4 per cent to 18.6 per 
9i 
cent . The average amount of long-term loans per borrowal 
increased from Rs.4,557 to 5,74 9 over the period of 
1983 to 1984. 
Table 3.10 a lso shows tha t t i l l 1983, 43,4 
per cent of t o t a l benef ic ia r i e s belonged to the group 
of medium/large farmers ( i . e . with holdings above to 
5 acres) and the i r share in t o t a l outstanding amount was 
72.6 per cen t . By 1984, the r a t i o of medium/large 
farmers decreased from 43,4 per cent to 34.4 per cent 
and a lso t h e i r proportion in t o t a l outstanding amount 
of long-term loans decreased from 72.6 per cent to 
67.1 per cen t . The average amount of per borrowal 
account of medium/large farmers increased from 
Rs.13,357 to Rs.18,211 over the period of 1983 to 1984. 
Thus, the increase in the share of small , 
farmers in t o t a l long-term loans, over the period of 
1983-84, i s indica t ive again of the progress made by 
banks in meeting the c r e d i t needs of t h i s c lass of 
farmers. These e f fo r t s of banks are indeed commendable 
and must continue to l i f t the Indian farmers above 
the poverty l ine and to meet the needs of r u r a l 
development. 
9i 
Performance of Lead Banks 
The concept of "lead bank" came Into prominence 
towards the beginning of seventies' when the Reserve 
Bank of India introduced the lead bank scheme throughout 
the country in December 1969, as a result of the 
recommendations made by the Gadgal Study Group and 
Nariman Committee. Under this scheme, the central bank 
declared a lead bank in each district of the country 
with a wider responsibility of accelerating banking 
development in the area of its operation. In this 
respect, the study group mentioned: 
"The lead bank will be expected to assiime the 
major role in the development of banking and credit in 
the allocated districts. At the same time, there is 
clearly no intention that the lead bank should have a 
monopoly of banking business in a district. The bank, 
assigned the lead role, is thus expected to act as the 
consortium leader and after identifying through survey, 
areas reviewing branch expansion and areas suffering 
from credit gap, it should invoke the cooperation of 
other banks operating in the district for opening 
branches as well as for meeting credit needs". 
1. Gadgil Study Group, R.B.I., Bombay. 
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There are nine lead banks operating in Uttar 
Pradesh namely; Bank of Baroda, Bank of India , Canara 
Bank, Punjab National Bank, Syndicate Bank, Union Bank 
of India , Allahabad Bank, S ta te Bank of India and 
cen t ra l Bank of India. 
Lead banks were a l l o t t e d two major respons ib i -
l i t i e s to prepare c r e d i t plans a t d i s t r i c t or block 
leve l , and to implement them accordingly in t h e i r 
lead d i s t r i c t s . As such, they were expected to seek 
cooperation of other banking i n s t i t u t i o n s in t h e i r 
lead d i s t r i c t s . In t h i s sense , banking in India , 
obviously, has provided a b e t t e r instrximent for economic 
development a t the g ras s - roo t l eve l , and has come c loser 
to achieve socio-economic object ives of n a t i o n a l i s a t i o n . 
In the f i r s t phase, these banks achieved good 
progress in carrying out sxirveys in t h e i r lead d i s t r i c t 
to have a view to the d i s t r i c t economy, and in preparing 
d i s t r i c t c r e d i t plans/annual act ion plans in t h e i r 
respect ive lead d i s t r i c t s . In the ear ly s t a g e , i t was 
considered a Herculean task for lead banks for want of 
1. Kulshretha, U.S. The Journal of the Indian I n s t i t u t e 
of Bankers, Oct-Dec, 1985, p.227. 
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training and expertise. With the result, first credit 
plans were named as "lead banks plans" or "priority 
sector plans". But now with a long experience, 
appropriate training and expertise of personnel, they 
have prepared fresh credit plans with the cooperation 
of state government agencies, specially the planning 
department agencies at the district level. In this 
respect their performance is encouraging. 
problems of Lead Banks 
The lead banks have experienced a number of 
problems in implementing certain schemes in their lead 
districts during the last decade. They generally 
suffer from organisational and administrative problems, 
lack of inputs and infrastructure facilities, lack of 
awareness among rural people and indifferent attitude 
of bankers, poor maintenance of statistical information 
slow progress, in the recovery of loans etc. The 
study group on priority sector lending and the 2o-
point economic programme, set up by the Reserve Bank 
of India in March 1980, laid emphasis on the mounting 
overdues of bank loans, particularly in the priority 
1. Kulshrestha, U.S. Ibid, p.227. 
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sec to r s . The study group observes "Unless the loans 
were properly recycled, the a b i l i t y of banks to 
provide add i t iona l finance to these sectors would be 
impaired". 
The most important cons t ra in t s of these banks 
i s the lack of coordination and monitoring mechanism. 
In fac t , the lead banks have achieved p a r t i a l success 
in providing a monitoring mechanism to review the 
branch-wise progress of lead bank scheme,, as the 
coordinator banks f a i l to submit the i r bas ic s t a t i s t i c a l 
re tu rns to the lead bank off ice in time. In t h i s regard, 
a lead bank may be considered merely the d r ive r of a 
bu l lock-ca r t which has wheels and oxen, but does not 
have t h e i r r e in in i t s hand. As such, they need to 
have some s o r t of spec ia l powers in order to control 
coordination banks, as a l so to s e t up an e f fec t ive 
monitoring mechanism to review the branch-wise progress 
2 
of the banks. 
problems in Financing Agriculture 
The difficulties, faced by Commercial banks in 
financing agriculture are discussed below: 
1. R.B.I. Study Group on Priority Sector Lending, 
March, 1980. 
2. Kulshreshta, U.S. Ibid., p.2 32. 
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1. Difficulty In obtaining Records and essential 
Documents : 
It is difficult for commercial banks to process 
any loan application without getting extiacts from 
revenue records and other certificates and documents. 
The difficulties in obtaining these documents arise due 
to unhelpful attitude of revenue officials, absence of 
uptodate records and red—taplsm. Many commercial banks 
have experienced difficulties in getting 'No dues', 
non-encumbrance and ground water certificates as well 
1 
as clean title deeds, 
2. Unequal position of Commercial Banks vis-a-vis 
Cooperative Banks. 
Commercial Banks have been facing problems in 
implementing their credit scheme because of their 
unequal position vis-a-vis the cooperative credit 
institutions. They are also at % disadvantage in 
comparison to cooperatives in matters of higher stamp 
duties on documents creating the mortgages, and 
fees levied for registering mortgages. Also commercial 
banks are required to pay fees for extracts from 
1, Kumar, K. Institutional Financing of Indian 
Agriculture, 1987, p.133, 
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revenue records while the cooperations were exempted 
in this regard. 
3, Lack of Physical Infrastructure and Marketing 
Facilities 
Inadequate development of infrastructural 
facilities, particularly roads, in a big handicap in 
implementing agricultural credit schemes specially in 
the hilly and interior regions. Also Marketing 
facilities are inadequate in terms of availability 
of marketing yards, godowns and cold storages. Due 
to tmsatisfactory and ineffective marketing arrange-
ments, prices received by agricultural borrowers are 
often low and uncertain. All this adversely affects 
the recovery of loans by commercial banks from 
agr icu Itxir is ts. 
4, Lack of Trained Staff 
Some commercial banks complained that in matter 
of implementing their Agricultural Credit Schemes, they 
are constrained by non-availability of adequate and 
competent staff. Because of low volume of agricultural 
advances in some of the rural branches, it is obviously 
uneconomic to provide trained technical staff which is 
1. Ibid., p.133. 
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crucially needed to supervise agricultural credit 
schemes Often commercial banks staff lack the right 
attitude towards providing agricultural advances 
because of the conventional inspection and long 
procedure. 
5, Lack of Demand for Agricultural Credit 
It is pointed out that in seme regions, the 
effective demand for agricultural credit is much lower 
than the expected demand. This is because new agricul-
tvural technology has not yet reached in these regions, 
and holdings are very small and many cultivators are 
in a position to take only one crop per year. It is 
also observed that there is often severe competition 
among commercial banks, big agriculttkrists and traders 
in lending money to small farmers for carrying on their 
2 
agricultural operations, 
6, Lack of coordination and support from 
Development programme -
^is is another constraint faced by the 
Commercial banks. Successful implementation of credit 
schemes for purposes like minor irrigation crucially 
1. Kxwiar, K. Ibid, p.l33. 
2. Ibid., p.133. 
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depends on the development prograiranes of the state 
government. In case of minor Irrigation groiind water 
surveys, rural electrification and creation of 
drainage facilities are considered crucial. But in 
case of India sewerage and drainage facilities are 
particularly lacking in many areas. 
7. Difficulties in the Recovery of Loans and in 
matter of overdues 
Main causes responsible for poor recovery of 
agricultural loans and overdues, as reported by a 
number of commercial banks, are as follows: 
(a) Natural calamities like floods, droughts and 
epidemics resulting in the death of hundreds of 
cattle etc; 
(b) Defective appraisal of loan applications of 
agriculturist in terms of assumptions made 
regarding prospective yield, inputs, costs and 
output prices etc; 
(c) Unsatisfactory marketing arrangements resulting 
in agriculturist borrowers getting lower than 
expected prices; 
(d) Unforeseen expenses of borrowers due to sickness, 
religious and social ceremonies, litigation and 
1. Kvunar, K. Ibid., p. 134. 
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such other unproductive developments In the 
family; 
(e) Wilful default and negligence on the part of 
certain agriculturists; 
(f) lenient and appeasement policy of government due 
to political pressures etc. 
Suggestions for Making Commercial Banks' Lending 
More Effective 
Commercial banks must evolve new strategies 
which could affectively meet the challenges of today 
and tomarrow. 
Some of the suggestions for evolving new 
strategy for commercial banks in the sphere of agricul-
tural finance may be outlined as follows -
1. Assessment of the Credit programmes at the Sanctioning 
Sta{j|e 
Commercial banks should make their appraisal 
procedure nore effective, it is suggested that the 
agricultural assistance programmes should be critically 
assessed at the time of sanctioning and while assessing 
the credit programmes, the following points should be 
carefully taken into consideration. 
1. Kumar, K. Ibid, p.134. 
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(i) economic v i a b i l i t y of the scheme; 
( i l ) repayment schedule of loans; 
( i i i ) co r r e l a t ion with in f r a s t ruc tu ra l support 
(iv) s t a f f requirement for the implementation of 
the programmes, and 
(v) e f fec t ive monitoring mechanism. 
2. Legis la t ion on l ines Recommended by the Talwar 
Committee 
The excessive emphasis of commercial banks on 
time consuming formal i t ies and procedxires e n t a i l i n g 
several c e r t i f i c a t e s and docximents w i l l remain there 
as long as they do not funct ional ly discharge t h e i r 
du t i e s as cooperative c r e d i t i n s t i t u t i o n s . The expert 
committee, therefore , has recommended tha t a l l 
proviaions of the model b i l l as recommended by the 
Talwar Committee should be implemented and s teps 
should be taken to e f f ec t i ve ly implement the enactment, 
3 . Land Records and Revenue Pass Book 
There i s considerable delay a t the level of 
sanctioning of loan appl ica t ion of farmers. I t can 
e a s i l y be avoided if land records are pro:perly 
maintained and are the p e r i o d i c a l l y rev i sed , there in 
c l ea r l y demarcating the r i g h t s of d i f f e r en t ca tegor ies 
of c u l t i v a t o r s including t enan t s . 
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4. Simplif icat ion of Procedures 
There is a strong case for simplifying and 
standardising the loan application forms by commercial 
banks. That would go a long way in reducing the 
nvimber of documentation formalities. It is necessary 
for the convenience of rural people who are generally 
illeterate. 
5. Creation of Task Force 
If we have to effectively deal with the problems 
of implementation of agricultural assistance programmes 
there is a need to create a task force to monitor them. 
The proposed task force should consist of the 
District Collector (as Chairman) , a representative of 
the lead bank, a senior officer of the colleetorate and 
a representative of the farming community. The task 
force should have a monthly meeting to seek the redressal 
of the specific operational problems brought to the 
notice of task force by branches of commercial banks. 
6. Crop Insurance Schemes 
As agriculture happens to be virtually a gamble 
because of its seasonal nature, one effective way to 
prc«note agricultural assistance and crop loan is 
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•crop insurance". Crop insurance serenes should be 
increasingly implemented in agricultural sector so 
that the risk in providing credit is minimised. 
7. Formation of Local Advisory Committee 
It is suggested that there should be a local 
advisory committee attached to every rural branch of 
commercial bank. It should be comprised of progressive 
farmers and agricultural experts to review the overall 
position of agricultural credit in a particular area 
and to offer suggestions for effective implementation 
of schemes of agricultural credit. 
8. Monitoring and Evaluation of Credit Schemes 
This is very important that commercial banks 
should establish the monitoring and evaluation cellsr 
The objective of monitoring of lending programmes, 
however, should not be merely to supervise the progress 
in lending to achieve the targets. It should also be 
able to gather information on the problems faced in 
implementing the schemes. In other words, the monitoring 
system .should also provide for feed back mechanism. 
9. Improving Recovery and reducing overdues 
The following suggestions for improving the 
recovery and reducing the overdues of agricultural 
loans are given: 
i) Dues in respect of agricultural credits by 
commercial banks should be treated at par with the 
arrears of land revenues. 
ii) Helping Commercial banks in the recovery of 
overdues by appointing special officers by the State 
government. 
ill) There should be no intervention by the civil 
courts even if commercial banks dispose of the security. 
iv) Defaulters of commercial banks should not be 
given any other loans by the state government. 
v) State government should share the resjsonsibility 
in the recovery of agricultxiral loans. 
vi) The banks should be in continuous touch with 
marketing agencies. 
vli) Stern legal action against wilful defaulters 
must be taken. 
1 0 1 
Conclusion 
Uttar Pradesh is the la rges t s t a t e of Indian 
Union in r e spec t of population and i t s population i s 
predominantly a g r i c u l t u r a l . About 71 per cent of the 
t o t a l working population i s engaged in a g r i c u l t u r e . 
The econany of the State i s primari ly agrar ian in 
character and occupation. Hie t o t a l repor t ing area of 
Uttar Pradesh i s 297,55 thousand hectares out of which 
only 17,262 thousand hectares are net area sown in 
1983-84. 
There are many problems due t o fragmentation 
of land holdings in Uttar Pradesh. About 87per cent 
farmers belong to the category of Marginal and small 
farmers (with the holding up to 5.0 acres of land) , 
remaining comes in the category of medixim and large 
farmers. I t i s d i f f i c u l t to apply modern techniques 
on small and fragmented holdings. 
The needs of modern farming are changing 
with changing technology. Modern farming requ i res 
more cash inputs l ike f e r t i l i z e r s , p e s t i c i d e s , high 
yie lding v a r i e t i e s of seeds, i r r i g a t i o n water e t c . 
which are d i f f i c u l t to arrange by average farmer from 
t h e i r own savings. Thus, provision of adequate finance 
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i s e s s e n t i a l to meet the growing require me n ts of the 
Indian farmers. 
Banks were na t ional i sed mainly t o provide 
f inanc ia l ass i s tance to the needy farmers. The public 
sector banks provide two types of loan i.,e. Direct and 
Ind i r ec t . Direct finance i s provided to farmers for 
a g r i c u l t u r a l operations and ind i rec t finance includes 
advances to Sta te sponsored corporations,, agencies for 
loan lending to weaker sec t ions of s o c i e t i e s , 
farmers serv ice s o c i e t i e s , large-sized advasi mul t i -
purpose s o c i e t i e s e t c . 
The data in th i s chapter show t h a t in March 
1980 near ly 28 per cent of the t o t a l benef ic ia r ies 
belonged to the category of small BBSI mmf0veA farmers. 
Xi.e. with holdings from 2.5 to 5.0 a c r e s ) , whereas 
medium farmers were 16.4 per cent only. The share of 
small farmers in t o t a l outstanding short-term loan 
was 25.4 per cent . As regards the medium farmers 
borrowers (with holdings from 5.0 acres to 10.0 acres) 
the percentage of benef ic ia r ies increased from 16.4 
per cent in 1980 to 19.5 per cent in 1982 while t h e i r 
share in t o t a l amount of shor t term loans decreased 
from 26.8 per cent in 1980 to 25,0 per cent in 1982, 
lOS 
The average amount of shor t term loans per toorrowal 
account of small farmers rose from Rs.742 In 1980 to 
Rs,9l4 in 1982 while tha t of medium farmers decreased 
from Rs.1,325 in 1980 to Rs.1,266 in 1982. 
I t i s c l ea r from the data provided in th i s 
chapter t h a t in Jxine 1983, the 25.1 per cent of the 
t o t a l benef ic ia r i e s belonged to the Group of Small 
farmers and the i r share in t o t a l outstanding of long 
term loan was 14,4 per cent . By 1984, thernumber 
of small farmers increased 25.1 per cent to 30.2 per 
cent and t h e i r share in t o t a l outstanding amount a lso 
increased from 14,4 per cent in 18.6 per cen t . 
The average amount of long term loans per borrowal 
increased from Rs.4,457 to Rs.5,749 over the period 
of 1983-84. Hence, the increase in the share of small 
farmers in t o t a l long term loans over the period of 
1983-84 i s indicat ive of the pix)gress made by banks in 
meeting the c r e d i t needs of t h i s c lass of farmers. 
The progress i s undoubtedly good but more e f fo r t s 
are ca l l ed for in th i s d i r e c t i o n . 
Although considerable change can be noticed in 
banking s e c t o r ' s performance towards a g r i c u l t u r e , but 
they are f u l f i l l i n g the c r e d i t needs of the Indian 
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farmers to a limited extent. They are required to 
pay more and more attention towards agriculture 
because the contribution of modern agriculture can not 
be overemphasised in contemporary India. The government 
should declare agriculture as an industry. 
Chapter IV 
Impact of Credit Supplies on the Productivity of Farms 
(Survey Results) 
1. Introduction 
2. Sample Unit 
3 . Changes in Cropping Pattern 
4 . Changes in the level of Productivi ty 
5 . Per acre Net Income of Sample Farmers 
6. U t i l i s a t i o n of Incremental Income by borrower 
farmers 
7. Conclusion 
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Chapter IV 
Impact of Credit Supplies on the Product ivi ty 
of Farms 
Introduction : Finance i s the l i fe-blood for an 
a g r i c u l t u r a l economy l ike ou r s . Providing appropriate 
a g r i c u l t u r a l c r e d i t for farm operations i s extremely 
important for r e v i t a l i s a t i o n of a g r i c u l t u r a l production. 
The a v a i l a b i l i t y of finance for carrying out a g r i c u l t u r a l 
operations assumes spec ia l importance in the context 
of India where a g r i c u l t u r a l sector i s mostly comprised 
of small farmers who are contlneously sho r t of funds. 
If t h i s stupendous and long-drawn out problem i s not 
tackled with vigoxir as well as v i s ion , India w i l l 
continue to lag behind in a g r i c u l t u r a l production and 
t h a t w i l l consequently t i l l upon i t s I n d u s t r i a l progress . 
Therefore, a v a i l a b i l i t y of c r e d i t together with i t s 
proper u t i l i s a t i o n should form the bas is of future 
a g r i c u l t u r a l planning in t h i s country, i f r u r a l India 
i s to be brought out of cen tu r ies - old poverty and 
squalor. 
Agarwal has r i g h t l y pointed out ag r i cu l tu re 
needs financing for i t s various product ion-processes : 
Purchase of inputs , sale of output, improvement in 
land, development of farms e t c . All these involve 
no 
payments for which money has to be found out . These 
needs are there even in the case of agr icu l tu re run 
on t r a d i t i o n a l l i n e s . But these are much more in 
r e l a t i on to agr icu l ture which i s in the process of 
modernisation". 
In t h i s Chapter an attempt has been made to 
assess the impact of bank c r e d i t on the economy of 
farmers. The piarpose of such analysis i s to examine 
the ne t add i t iona l benef i t s drived by farmers by 
sh i f t ing over to commercial banks scheme. The basic 
object ive of introducing Commercial banks in a g r i c u l t u r a l 
finance has been to help farmers to a t t a i n higher farm 
product iv i ty and incomes through large output . 
For the purpose of present study, u t t a r Pradesh 
has been divided into three regions . Western, Centre 
and Bastern, we have se lec ted for represen ta t ive 
d i s t r i c t s , namely, Saharanpur and Muzzaffarnagar from 
Western region, Badaun and Aligarh from Centre region, 
Basti and Faizabad from eas tern region. 600 sample 
farmers have been selected from these represen ta t ive 
d i s t r i c t s . The sample un i t has been fur ther s t r a t i f i e d 
in to small farmers, medium farmers and large farmers 
1. Agrawal, A.N. Indian Agricul ture , 1981, p.344. 
Hi 
in the r a t i o of 3:2:1 respec t ive ly (due to predominance 
of small and medium farmers in the State agr icu l tu re 
scene) , Of the t o t a l 300 par t i c ipan t borrowers and 300 
non-par t ic ipant borrowers have been questioned through 
quest ionnaire and personal interviews. Two d i f fe ren t 
quest ionnaire were prepared for p a r t i c i p a n t and non-
p a r t i c i p a n t borrowers (See Appendices I and l i ) . 
The basic t a r g e t of the bank loans must be 
r e a l i s a t i o n of higher incomes by farmers through 
g rea te r a g r i c u l t u r a l production. The farm financing 
could be made more e f fec t ive if the various ingredients 
of farm production viz? t i l l a g e operat ion, improved 
seeds, f e r t i l i z e r s , p lan t protect ion and i r r i g a t i o n e t c ; 
are provided in combination with each o ther . Any 
i so la ted attempt renders less than optimum u t i l i s a t i o n 
of i t s productive p o t e n t i a l i t i e s . " I t has been found 
t h a t t i l l a g e cont r ibutes to the over a l l y ie ld to the 
ex ten t of 2.5 per cent , improved seed 5 to 10 percent, 
and i n t e r cu l tu r ing 10-20 per cent , f e r t i l i z e r s and 
i r r i g a t i o n 10-20 per cent each, and plant protect ion 
5-10 per c en t . However, the f u l l iinpact of these improved 
p rac t i ces are r ea l i sed only why they are u t i l i z e d in 
combined optimum degree and doses . I t has been 
estimated t h a t a l l these ingredients combined together 
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make for an increase of 50 to 100 per cent in the 
over all yield. This underlines the necessity of provi-
ding bank credit as a package deal to farmers. That is 
to say, if a farmer has been sanctioned land development 
credit, he should also be provided with irrigation 
loans and crop loans so that productive capacity of the 
farm unit may have fuller utilisation", in Uttar 
Pradesh, it has been found that bank lending has been 
scattered, package method of financing agriculture is 
not found in U.P. This has further reduced the impact 
of bank financing on overall farm production and 
agricultural development. 
Delivering the 17th Shri Ram Memorial Lecture 
on "our agriculture future" Dr. M.S. Swaminathan, 
former member of the Planning Commission said, "We 
are now reaping the benefit of only about 2 to 30 per 
cent of the production potentiality available at the 
current level of technology in the field of agriculture" 
The importance of credit in agriculture cannot be 
over emphasised. Availability of appropriate credit 
facilities is bound to introduce advanced technology 
1. Kumar, K. Institutional Finance of Indian 
Agriculture, 1987, p.177. 
2.The Hindustan Times, dated January 17th, 1982. 
2 
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Into a g r i c u l t u r a l sector and thereby generate higher 
farm-income. A study conducted In Hyderabad d i s t r i c t 
of Andhra Pradesh, has shown tha t there was r a the r a 
p o s s i b i l i t y to earn in improved technology with the 
help of c r e d i t . In the following pages, the data 
gathered with the help of two d i f fe ren t ques t ionnai res 
from six se lected d i s t r i c t s of U.P., has been analysed 
and important conclusions have been drawn. 
Sample Unit 
The Sample Unit of our study is shown in 
table 4,1 as follows: 
Type of 
Parmer 
Small 
Medium 
Large 
To ta l 
The Break 
Table 
up of 
P a r t i c i p a n t 
(NiOTber) 
150 
100 
50 
300 
; 4 . 1 
Sample Uni t 
N o n - P a r t i c i p a n t 
(Number) 
150 
100 
50 
300 
Se lec t ed 
D i s t r i c t s 
Saharanpur 
Muzzaffamagar 
Al iga rh 
Badaun 
Faizabad 
B a s t i 
6 D i s t r i c t s 
1. Singh, S.K., Ramanna, R. , the role of c r e d i t and 
Technology in increasing income and employment 
on small and large farms in Western Regions of 
Hyderabad Di s t r i c t " 1974. 
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The main commercial banks financing agriculture 
in district Saharanpur are Punjab National Bank, State 
Bank of India, United Commercial Bank, Central Bank 
of India, Canara Bank and Dena Bank, we have further 
stratified the bank sample units as : 
Punjab National Bank 
State Bank of India 
Lead Bank of district 
Big Bank 
United Commercial Bank 
Central Bank of India 
Oriental Bank of Commerce 
Canara Bank 
Dena Bank 
Nationalised Banks 
The agriculture of district Muzaffarnagar is 
mainly financed by such banks as; Punjab National Bank, 
Central Bank of India, State Bank of India, Oriental 
Bank of Commerce, Union Bank of India, We have further 
stratified the bank sample units as : 
Punjab National Bank 
State Bank of India 
Lead Bank of District 
Big bank 
Central Bank of India 
Oriental Bank of Commerce Nationalised Banks 
Union Bank of India 
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The financing of ag r i cu l tu re in Aligarh D i s t r i c t 
i s mainly done by : Canara Bank, State Bank of India, 
Allahabad Bank, Punjab National Bank. We have fur ther 
c l a s s i f i ed the bank sample un i t as : 
Canara Bank 
State Bank of India 
Union Bank of India 
Syndicate Bank 
Allahabad Bank 
Punjab National Bank 
Central Bank of India 
Lead Bank of District 
Big Bank 
Nationalised Banks 
The agricultural finance of Budaun district 
is mainly supplied by such banks as Punjab National 
Bank, State Bank of India, Bank of Baroda, Central 
Bank of India, Allahabad Bank, Bareilly Corporation 
Bank, The Banaras State Bank. We have further 
stratified the bank sample unit as: 
Punjab National Bank 
State Bank of India 
Lead Bank of District 
Big Bank 
Nationalised banks 
Bank of Baroda 
Allahabad Bank 
Central Bank of India 
The Banaras State Bank Scheduled Bank 
Bareilly Corporation Bank 
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The Agricultural credit and loans of District 
Faizabad are mainly offered by Bank of Baroda, State 
Bank of India, Punjab National Bank, Allahabad Bank, 
Union Bank of India, oriental Bank of Commerce. We 
have further classified the bank sample unit as : 
Lead Bank of District 
Big Bank 
Nationalised Banks 
Bank of Baroda 
State Bank of India 
Punjab National Bank 
Allahabad Bank 
Union Bank of India 
oriental Bank of Commerce 
The financial credit and assistance related to 
the agriculture of District Basti is given by such 
banks as; State Bank of India, Punjab National Bank, 
Bank of Baroda. We have further stratified the bank 
sample unit as : 
State Bank of India 
Central Bank of India 
Union Bank of India 
Punjab National Bank 
Bank of Baroda 
Allahabad Bank 
Lead Bank of District 
Big Bank 
Nationalised Banks 
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In the transformation of t r a d i t i o n a l agr icul ture 
into a modern and sel f -support ing one, the "key par t 
played by c r e d i t can never be overemphasised. The 
greater the ag r i cu l tu ra l backwardness, the greater the 
need for pumping more and more a g r i c u l t u r a l c r e d i t into 
farm operat ions with a view to update and modernise i t . 
I t goes without saying t h a t a s t r uc tu r a l transformation 
of Indian agr icu l ture requires on the one hand, more 
sophis t ica ted managerial techniques on the par t of 
farmers and on the other hand a v a i l a b i l i t y of adequate 
and cheap c r e d i t f a c i l i t i e s to them. The transformation 
of Indian agr icul ture i s c e r t a i n if these two moves 
operate simultaneously and e f f i c i e n t l y . 
The above r e s u l t s indicate the favourable 
impact on the economy of pa r t i cu l a r region. The 
benef i ts occuring to p a r t i c i p a t i n g and non-par t ic ipa t ing 
borrowers are analysed on the basis of the following 
c r i t e r i a : 
Changes in Cropping Pat tern 
Cropping pat tern i s la rgely a function of 
i r r i g a t i o n and water f a c i l i t i e s . If there i s an 
assurance of i r r i g a t i o n f a c i l i t i e s , a g r i c u l t u r i s t s 
are bound to switch over to more remunerative crops 
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like high yielding varieties of paddy, wheat, maize 
and sugarcane etc. Any substantial change in cropping 
pattern not only entails a greater investment into 
irrigation facilities but also needs greater credit 
fxinds to enable the farmers to take to advanced 
technology. The impact of bank finance on cropping 
pattern of sample farmer-borrowers in the different 
districts of Uttar Pradesh is shown in the following 
tab le s. 
Table 4.2 
Changes in Cropping Pattern of Borrower 
Farmers of District Saharanpur 
(In %age of total 
cropesd area) 
Year HYV Improved others Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
39.0 
52.2 
63.8 
78.2 
85.0 
51.0 
46.8 
36.2 
21.8 
15.0 
10, 
1, 
.0 
.0 
0 
0 
0 
loa/o 
100% 
100% 
100% 
100% 
I t is clear from table 4.2 that with the 
availability of farm credit and consequent increase 
in Irrigation facilities, the area under high yielding 
varieties increased from 39.0 per cent in 1980-81 to 
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85.0 per cent in 1984-85. At the same time, the area 
under improved varieties decreased from 51.0 per cent 
to 15.0 per cent and area under other decreased from 
10 per cent to zero in 1980-81 to 1982-83. The increase 
in the average under high yielding varieties is a 
conclusive proof that the agricultural financing by 
banks has helped in a greater degree in the adoption 
of new technology in Saharanpur dis t r ic t . 
Table 4.3 
Changes in Cropping Pattern of Non-borrower 
Farmers in District Saharanpur 
(in % of total 
cropped area) 
Year HYV Improved Others Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
19,8 
22.2 
25,8 
29.3 
31,4 
61.2 
59,0 
58,9 
58.2 
56.8 
19,0 
18.8 
15,3 
12.5 
11.8 
100% 
100% 
100% 
100% 
100% 
The changes in the cropping pattern of non-
borrower farmers make the contrast more striking. The 
data presented in table 4.3 show that the area under 
high yielding varieties increased 19.8 psr cent to 
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31.4 per cent in 1980-81 to 1984-85, Cropping 
pattern of non-borrov;er farmers underwent a marginal 
shift and whatever shift has occured it has been more 
due to irrigation facilities extended by the neighbour-
ing farmer borrowers or due to some minor irrigational 
projects completed under different plans in the district 
of Saharanpur. 
Table 4.4 
Changes in Cropping Pattern of Borrower 
Farmers of Distt» Muzaffarnagar 
(In %age of total 
cropped area) 
Year HYV Improved other Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
38.0 
50.0 
61.3 
72.4 
84.8 
50.2 
46.0 
37.0 
27.6 
15.2 
11.8 
4.0 
1.7 
0 
0 
100% 
100% 
100% 
100% 
100% 
I t is evident from table 4.4 that with the 
financial assistance to agricultural sector and 
subsequent increase in i rr igat ion f a c i l i t i e s , the 
area under high yielding variet ies increased from 
38.0 per cent in 1980-81 to 84.8 per cent in 1984-85. 
During the same period, the area under improved 
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varieties decreased from 50.2 per cent to 15.2 per 
cent and the area of other crops also decreased from 
11.8 per cent in 1980-81 to zero in 1983-84. 
Table 4.5 
Changes in Cropping Pattern of Non-borrower 
farmers in Distt. Muzaffarnagar 
(In %age of total 
cropped area) 
Year HYV Improved Other Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1 8 . 3 
2 1 . 0 
2 4 . 2 
2 6 . 3 
3 0 . 0 
6 1 . 0 
6 0 . 2 
5 9 . 8 
5 8 . 5 
5 6 . 9 
2 0 . 7 
1 8 . 8 
16 .0 
15 .2 
1 3 . 1 
100% 
locr/o 
lOO'/o 
100% 
100% 
So far as non-borrower farmers are concerned, 
the changes in their cropping pattern make the 
contrast highly significant. The data presented 
in table 4.5 show that the area under high yielding 
varieties increased from 18.3 per cent in 1980-81 
to 30.0 per cent in 1984-85. Only a marginal shift 
has occured in the cropping pattern of non-borrower 
farmers and that too because of irrigation facilities 
provided under different channels. 
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Table 4.6 
Changes in Cropping Pattern of Borrower 
Farmers In Aljgarh District 
(In %age of total 
cropped area) 
Year HYV Improved Others Total 
varieties 
1 9 8 0 T 8 1 
1 9 8 1 - 8 2 
1 9 8 2 - 8 3 
1 9 8 3 - 8 4 
1 9 8 4 - 8 5 
3 Q . 8 
3 8 , 6 
4 5 . 0 
5 8 . 9 
7 2 . 6 
5 4 . 0 
5 0 . 1 
5 1 . 2 
4 0 . 1 
2 7 . 4 
1 5 . 2 
1 1 . 3 
3 . 8 
1 .0 
0 
100% 
100% 
100°/o 
100% 
lOO/o 
The cropping pa t t e rns of borrower farmers 
are changed in Aligarh d i s t r i c t as shown in table 4,6 
with the grant of a g r i c u l t u r a l c r e d i t and r e s u l t a n t 
increase in i r r i g a t i o n f a c i l i t i e s , the area xinder 
high y ie ld ing v a r i e t i e s increased from 30.8 per cent 
in 1980-81 to 72.6 per cent in 1984-85. At the same 
time, the area under improved v a r i e t i e s and other 
crops decreased from 54.0 per cent to 27.4 per cent 
and 15.2 per cent to zero respec t ive ly during the 
same period. 
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Table 4 .7 
Changes In Cropping P a t t e r n of Non-borrower 
Farmers In Al jgarh D i s t r i c t 
(In %age of t o t a l 
cropped a rea) 
Year HYV improved Others Tota l 
v a r i e t i e s 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
13.0 
14.9 
18.6 
20.3 
22.6 
62.2 
61.8 
60.5 
59.2 
58.9 
24.8 
23.3 
20.9 
20.5 
18.5 
100/-
100% 
100% 
100% 
100% 
When we compare the cropping pa t te rn of 
borrower farmers with the non-borrowers, the con t ras t 
i s reveal ing. The data presented in tab le 4.7 
show tha t the area under high yielding v a r i e t i e s 
increased 13.0 per cent to 22.6 per cent in 1984-85 
while the borrower farmers increased t h e i r area under 
high yielding v a r i e t i e s from 30.8 per cent to 72.6 
per cent in the same period of the same d i s t r i c t . 
In tab le 4.8 i t i s c l e a r l y brought out tha t with 
the f a c i l i t y of a g r i c u l t u r a l loans together with 
increase in e s s e n t i a l i n f r a s t r u c t u r e ! requirements such 
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Table 4.8 
Changes In Cropping Pattern of Borrower 
Farmers of Badaun District 
{7oage of total 
cropped area) 
Year HYV Improved others Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
3 0 . 0 
3 8 . 2 
4 5 . 3 
5 8 . 0 
7 0 . 9 
56 .2 
5 0 . 3 
4 9 . 4 
4 1 . 0 
2 9 . 1 
1 3 . 8 
11 .5 
5 .3 
1.0 
0 
100% 
100% 
100% 
100% 
100% 
as increased irrigation schemes etc. The area under 
high yielding varieties increased from 3o„0 per cent 
in 1980-81 to 70.9 per cent in 1984-85. During the 
same period, the area under improved varieties and 
other crops decreased from 56,2 per cent to 29.1 per 
cent and 13.8 per cent to zero respectively. Table 
4.9 shows the cropping pattern of non-borrower farmers 
in Badaun District. 
Table 4.9 
Changes in Cropping Patteim of Non-borrower 
farmers of Badaun District 
Year HYV improved others Total 
varieties 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1 1 . 9 
1 2 . 8 
15 .4 
19 .2 
2 1 . 8 
6 4 . 1 
65 .4 
6 2 . 0 
6 0 . 5 
5 9 . 0 
2 4 . 0 
2 3 . 8 
2 2 . 6 
2 0 . 3 
19 .2 
100% 
100% 
100% 
100% 
100% 
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A comparative study of cropping pat tern of 
borrower farmers with t h a t of non-borrower farmers 
leads to important r e s u l t s . The data presented in 
table 4„9 show tha t the area under high yie ld ing 
v a r i e t i e s increased from 11,9 per cent in 1980-81 
to 21.8 per cent in 1984-85, But the area under 
improved v a r i e t i e s and others decreased from 64,1 
per cent and 24,0 per cent in 1980-81 to 59.0 per cent 
and 19.2 per cent r e spec t ive ly in 1984-85, 
Table 4.10 
Changes in Cropping Pattern of borrower farmers 
in Faizabad D i s t r i c t 
(In %age of t o t a l 
cropped area) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
HYV 
2 2 . 2 
3 5 , 8 
4 7 . 9 
5 6 . 0 
6 9 . 8 
Improved 
v a r i e t i e s 
6 0 . 5 
5 1 . 0 
4 1 . 3 
4 0 . 0 
3 0 . 2 
O t h e r s 
1 7 , 3 
13 ,2 
1 0 . 8 
4 . 0 
0 
T o t a l 
100% 
100% 
100% 
100% 
100% 
In table 4.10 i t is convincingly shown tha t an 
increase in f inanc ia l a ss i s tance as well as i r r i ga t ion 
f a c i l i t i e s leads to a corresponding increase in Une 
128 
the area under high yielding varieties from 22,2 per 
cent in 1980-81 to 69.8 per cent in 1984-85. During 
the same period, the area under improved varieties 
and other crops decreased from 60.5 per cent to 3o.2 
per cent and 17.3 per cent to zero respectively. 
Table 4.11 
Changes in Cropping Pattern of Non-borrower 
Farmer in Faizabad District 
(In %age of total 
cropped area) 
Year HYV Improved Others Total 
varieties 
1980T81 
1981-82 
1982-83 
1983-84 
1984-85 
10.3 
11.8 
14.5 
17.0 
19.2 
64.0 
63.0 
61.0 
60.0 
58.0 
25.7 
25.2 
24.5 
23.0 
22.8 
100% 
100% 
100% 
locr/o 
100% 
A comparison of cropping pattern of non-
borrower farmers with that of borrower farmers is 
extremely meaningful and relevant in our study . The 
data presented in table 4.11 show that the area 
under high yielding varieties increased from 10.3 
per cent in 1980-81 to 19.2 per cent in 1984-85, There 
has been only a meagre shift in the cropping pattern 
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of non-borrower farmers and that too has been owing 
to irrigation facilities provided to them by their 
neighbouring borrower farmers or under different 
governmental schemes. 
Table 4.12 
Changes in Cropping Pattern of Borrower 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
Parmer 
HYV 
21.3 
32.2 
43.0 
55.2 
68.9 
in District 
( 
Improved 
varieties 
59.6 
52.6 
45.6 
36.7 
28.1 
Basti 
In /bage of total 
cropped area) 
Others 
19.1 
15.2 
11.4 
8.1 
3.0 
Total 
100% 
100% 
100% 
100% 
lOO.o 
From table 4.12, it is evident that when 
agricultural assistance is made available to farm 
sector and irrigation facilities are also enhanced, 
there is a consequent increase in the area under 
high yielding varieties from 21.3 per cent in 1980-81 
to 68.9 per cent in 1984-85. During the same period, 
the area under improved varieties and other crops 
decreased from 59,6 per cent to 28.1 per cent and 
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19.1 per cent to 3.0 per cent respectively. 
Table 4.13 
Changes in Cropping Pattern of Non-borrowsr 
Farmers in District Basti 
(In %age of total 
cropped area) 
Year HYV Improved Others Total 
varieties 
1980-81 
1981-82 
1983 -83 
1983-84 
1984-85 
1 0 . 2 
1 1 . 5 
1 3 . 8 
1 7 . 9 
1 8 . 8 
6 3 . 6 
6 2 . 9 
6 1 . 8 
6 0 . 0 
5 9 . 3 
26 .2 
25 .6 
2 4 . 4 
2 2 . 1 
21 .9 
100% 
100% 
100% 
100% 
100,0 
v/hen we compare and contrast the cropping 
pattern of non-borrower farmers with that of borrower 
farmers in district 3asti. .fe get results that are 
important for our study. The data presented in table 
4.13 show that the area under high yielding varieties 
increased from 10.2 per cent in 1980-81 to IP.8 per 
cent in 1984-85. In case of non-borrower farmers a 
slight shift has occured and that was made possible 
due to the irrigation facilities provided to them by 
the governmental agencies. 
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Table 4.14 shows the impact of bank finance 
on the average change in cropping patterns of borrower 
farmers in six sample districts of Uttar Pradesh. 
Table 4.14 
The Average Changes in Cropping Pattern of 
Borrower Farmers of Six selected Districts 
of Uttar Pretdesh 
( In /^ge of total 
average cropped area; 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
KYV 
30,22 
41.16 
51.05 
63.12 
75.34 
Improved 
varieties 
55.25 
49.46 
43.45 
34.53 
24.16 
Others 
14.53 
9.38 
5.50 
2.35 
0.50 
Total 
100% 
100% 
100% 
100% 
100% 
It can be seen from table 4.14 that with the 
availability of agricultural credit which simultaneously 
led to improved agricultural facilities the area under 
high yielding varieties increased from 30.22 per cent 
in 1980-81 to 75.34 p^r cent in 1984-85. During the 
same period, the area under Improved varieties and 
other crops decreased from 55.25 per cent to 
24.16 per cent and from 14.53 per cent to 0.5 per cent 
1 3 1 ) 
respectively. It is avident from this table that 
the greater average is cov-jrad by high yielding 
varieti iS which clearly proves that agricultural 
financing by banks has led to the adoption of new 
technology in the farming operations of above 
selected districts of Uttar Pradesh. 
Table 4.15 
The average changes in Cropping pattern of 
non-borrower farmers of six selected 
districts of Uttar Pradesh 
( In 5iage of total 
average cropped area) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
HYV 
13.91 
15.71 
18.73 
21.60 
23.96 
Improved 
varieties 
62.68 
61.71 
60.66 
59.40 
58.16 
Others Total 
23.41 100% 
22.58 100% 
20.61 100% 
19.00 100% 
17.88 100,0 
The changes that have taken place in the 
average cropping pattern of non-borrowers farmers of 
six sample districts of Uttar Pradesh are also 
relevant in examining the role of agricultural 
financing. The data shown in table 4.15 make it 
clear that the area under high yielding varieties 
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increased from 13.91 per cent to 23.96 per cent 
during the period 1980-81 to 1984-85. A comparison 
of these two tables shows that the cropping pattern 
of non-borrower farmers has undergone a minor change 
in comparison to borrower farmers. And even that 
minor change has occured probably because of irrigation 
facilities offered by the neighbouring borrower 
farmers or under the government irrigation schemes. 
It is important that the borrower and non-
borrov;er farmers had more or less identical cropping 
pattern in the base year 1980-81. 3ut in subsequent 
years, thanks to bank credit, borrower farmers have 
responded to green revolution programme more quickly 
than non-borrower farmers. '/Thile borrower farmers 
preferred to grow more of high yielding varieties of 
wheat, rice and hybrid maize which responded to 
higher level of fertilizers and irrigation, the 
non-borrower farmers continued to cultivate larger 
areas for improved and other varieties of rices, 
wheat and maize. Therefore, it can safely be concluded 
that the cropping pattern of borrower farmers would 
not have moved in favour of the adoption of new 
technology in such a pronounced manner, had it not 
been financed by the nationalised banks. 
13: 
Changes in the level of Productivity 
The impact of bank loan is reflected on the 
change in productivity levels, /iny type of agricultural 
loan has to help the fanners to earn higher income 
either through a change in the scale of operation or 
through improvements in productivity or both. In 
comparing the productivity levels of borrower farmers 
with those of non-borrower farmers, the role played by 
weather and fertility of the soil should be kept in 
mind. The affect of weather or crop yields would be 
the same for borrower and non-borrower farmers in the 
same agro-climatic conditions. Regarding soil 
characteristics, it should be pointed that they may 
vary from farm to farm within the same agro-climatic 
conditions. But the differences in yield rates of 
crops between the two groups of farmers would mainly 
be on account of the differences in the extent and 
method of technology adopted and the quality of inputs 
used. 
In order to comparatively examine the actual 
field situation, the yield-rates of crops grown have 
been computed in tables, 4.16 and 4,17, The tables 
reveal that while the yield-rates of high yielding 
varieties in respect of non-borrower farmers have 
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shown a slight upv/ard trend, the borrower farmers 
have realised a substantial increase in yield. In 
case of improved varieties, both the groups of 
farmers have achieved a substantial improvement in 
yield, but the rise in yield realised by the borrower-
farmers remained higher than that of non-borrower 
farmers. The borrowers, by and large, managed to 
improve their productivity to a higher level. Only 
in case of other crops, both of them have trodden 
the same path. Thus other things remaining the same, 
it can safely be concluded that the bank financing 
played a leading role in increasing the crop 
productivity of borrower farmers. 
Table 4.16 
Estimated Yield Per Acre for Sample-Farmers 
(Paddy in Quintals) 
Year 
1980-
1981-
1982-
1983-
1984-
-81 
-82 
-83 
-84 
-85 
HYV 
Borrower 
20 
(100) 
23.5 
(117.5) 
25.0 
(125) 
28.0 
(140) 
30.0 
(150) 
Non-
borrower 
17 
(100) 
18.0 
(105.8) 
20.0 
(117.6) 
21.5 
(126.5) 
23.0 
(135.3) 
Improved-
3orrov;er 
17 
(100) 
19.5 
(114.7) 
:2.o 
(129.4; 
22.7 
(135.5) 
25.0 
(147) 
-varieties Othe. 
Non- Borrower 
borrower 
14.5 
(100) 
15.0 
(103.4) 
17.,' 
(117.2) 
18.0 
(124.13) 
20.0 
(138) 
14.0 
(100) 
14.5 
(103.5) 
15.0 
(107.1) 
16.5 
(117.8) 
17.: 
(121.4) 
rs 
Non-
Borro-
wers 
13.5 
(100) 
13.5 
(lOG) 
14.5 
(107.4, 
15.7 
(116.3: 
16.2 
(120.o; 
Note: Figures in brackets indicate percentage over the 
base year 1980-81 . 
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Table 4.17 
Estimated Yield per Acre for Sample Farmers 
(Wheat in Juintals) 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
HYV 
Borrower Non-
Borrower 
17.0 
(100) 
18.7 
(110) 
20.0 
(117. 
21.5 
(126. 
23.0 
(135. 
6) 
4) 
3) 
14.0 
(100) 
14.5 
(103.5) 
15.0 
(107.1 
16.3 
(116.4) 
17.0 
(121.4) 
Improved. 
Borrower 
14.-
(100) 
15.2 
(1 no (^ 
% .A v' *^ # *-< 
16.5 
(117.8) 
17.0 
(121.4) 
18.5 
(132.1) 
.varieties 
Non-
Borrower 
12.0 
(100) 
12.5 
(104.1) 
13.8 
(115.(J) 
14.5 
(120.8) 
15.0 
(125.0) 
Othe. 
Borrower 
11 
(100) 
11. 5 
(104.5) 
12.0 
(109) 
13.0 
(118.1 ;• 
13.5 
(122.7) 
rs 
Non-
Borrower 
11 
(100) 
11.5 
(104.5) 
11.5 
(104.5) 
12.0 
(109) 
13.0 
(118.1) 
Note: Figures in brackets indicate percentage over the base 
year 1980-81. 
The tables clearly reveal the fact that a rise 
in production is mainly dependent on the application of 
inputs, which in turn, is dependent upon the availability 
of credit on easy terms. This indicates the vital 
impact the agricultural credit has on the productivity 
of farms. 
Per ^cre Net Income of Sample Farmers 
If we want to understand the impact of bank 
loan on farmers, we need to assess their per acre net 
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income. In keeping with this, the per acre income 
of each farmer has been computed on the basis of annual 
production in a year and the price realised for the 
same. It involved assessing gross income from farming 
and also the cost of crops grown by each farmers. 
The various elements included in estimating 
cost of production of crops are (i) Cost of inputs 
like seeds, fertilizers, manures and pesticides (ii) 
Wages on hired labour (iii) Irrigation charges 
(iv) Interest on loans and (v) Other charges on hiring 
of bullocks/tractors^ farm machinery. 
The cost of cultivation has been calculated 
on average basis. The estimated cost of production 
of one acre was deducted from the estimated gross 
income of one acre and multiplied by the total cropped 
acreage of the particular area to get net total 
income. 
In table 4,18, the net income of an average 
small, medium and large farmer borrower and non-borrower 
is given from 1980-61 to 1984-85. Medium and large 
farmers have drived more benefit compared to small 
farmers. Prom the above table it appears that medium 
farmer, due to its operational size has more favourable 
) 3 S 
Year 
Table 4.18 
Zst imated Per Acre Net Income of an Average 
Borrower/Non-borrower Farmer 
( in Rs.) 
Small farmer Medium Farmer Large Farmer 
Borrower Non- Borrower Non- Borrower Non-
borrower borrower borrower 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1100 
1100 
1280 
1400 
1650 
950 
1000 
1160 
1200 
1350 
1500 
1670 
1720 
1900 
2050 
1500 
1425 
1550 
1650 
1740 
1440 
1600 
1710 
1850 
2040 
1350 
1560 
1690 
1800 
2000 
impact as it has more developed techniques and equipments 
of agriculture. As regards additional income realised 
by each class of borrower farmers; all the classes 
of farmers have benefited from the bank loans. 
Utilisation of Incremental Income by Borrower Farmers 
The -utilisation of incremental income by the 
borrowal farmers is highly revealing, as demonstrated 
by table 4,19. It reveals interesting information. 
It is evident from this table that borrower farmers 
are not fascinated by traditional items of transaction 
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and business. For example, they are not so much 
interested in the purchasement of land and or 
construction of buildings, wuite a major part of 
the incremental income was spent on agricultural 
development. The savings amounted to 18,.- of the 
total incremental income. The conspicuous consumption 
added upto 11% of the total incremental income. 10% 
of the total borrower farmers spent their incremental 
income on standard of living and the same percentage 
was spent on purchase of land. The construction of 
buildings consumed 9,-^ of the total incremental income 
of the borrower farmers, whereas the agricultural 
development accounted to 30 per cent of the incremental 
income. 
Table 4.19 
Utilisation of Incremental Income by 
Borrower Farmers 
ol.No. Sources of Utilisation No. of Percentage of 
farmers total 
1. Standard of living 
2. Purchase of land 
3. Construction of Building 
4. Conspicuous consumption 
5. Savings 
6. Agricultural development 
7. Others 
30 
30 
27 
51 
54 
90 
18 
10 
10 
9 
17 
18 
30 
6 
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Conclusion 
The survey data reveals that the borrower 
farmers have achieved substantial increase both in 
terms of productivity and net income per acre. The 
full impact of this increase can be measured and 
understood when we compare and contrast it with 
stagnation in crop productivity in the case of non-
borrower farmers. The reasons are obvious. In case 
of borrower farmers there was a significant improvement 
in irrigation facilities. There was also substantial 
rise in the ua-e of fertilizers and other inputs and 
all this led to marked improvement in crop productivity. 
It can, therefore, be safely concluded that Bank 
loans have significantly contributed to the development 
of agricultural production in case of borrower farmers. 
It is therefore, imperative that a systematic 
and integrated agricultural development pjxigramme be 
devised and implemented throughout the length and 
breadth of Uttar Pradesh, In order to Usher in a 
truely agricultural revolution, maximum coordination 
should be achieved between extension agencies and 
financial agencies. That will go a long way in 
ameliorating the economic conditions of long-neglected 
Indian farmers. 
Chapter V 
problems of Farmers (Survey Results) 
Part I 
General Problems 
1. Natural Hazards 
(a) Floods 
(b) Drought 
(c) Frost 
(d) Outbreak of Epidemics 
(e) Soil Erosion 
(f) Usar 
(g) Hailstorms 
2. Lack of I r r iga t ion F a c i l i t i e s 
3. Inadequate Power Supply 
4 . Rotation of Crops 
5. Inadequate Input Supply and Improper Use. 
6. Mechanisation 
7. Lack of Credit F a c i l i t i e s 
8. Land Reforms & Consolidation of tioldings 
9. Defective Marketing System and Storage 
10. pr ice Support. 
Part II 
Specific problems 
1. Findings and Discussion 
2. Conclusion 
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Chapter V 
Problems of Farmers (Survey Results) 
In this chapter attempt has been made to discuss 
the various problems faced by farmers in obtaining 
bank loans. This Chapter has been devided into two 
parts. In the first part, the general problems have 
been discussed and in the second part of this chapter, 
the specific problems faced by farmers in getting loans 
from banks have been identified with the help of a 
survey carried out. 
Part I 
General Problems 
Agriculture is the backbone of our country. It 
not only helps to sustain the ever increasing population 
but it is capable of sustaining our national economy. 
There is no denying the fact that about 70% of the 
total population of our country is dependent upon 
agriculture and allied occupations but this large 
section of the population is poverty-striken. Serious 
efforts are needed to lift this section of population 
above the poverty line. 
Majority of the farmers in our country are small 
farmers having small and marginal size of holdings. 
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Most of them can not afford cos t ly inputs from 
the i r own savings nor do they get c r e d i t e a s i l y 
from the government or any other sources. Mostly 
they make the i r approach on n o n - i n s t i t u t i o n a l 
sources which are easy and quick to get but they do 
more harm than good to them in the long run. 
Among the general problems, the main fac tors 
which come in the way of ag r icu l tu ra l production in 
the country are discussed below: 
(I) Natural Hazards 
(a) Floods 
We have a lo t of experience of thie grim s i tua t ion 
a r i s i ng out of floods in various par ts of the country 
dtiring mansoon season, many r ive r s overflow and 
damage the crops, houses and c a t t l e . Also there is 
a heavy t o l l of human l i f e s due to flood and drought. 
The flood affected area pose a serious challenge to 
the economy. As per the data col lected by the government, 
more than 16 million acres of land is affected every 
year on account of flood in the country and the 
estimated losses come to about Rs.lOO crores annually. 
Moreover, addi t ional burden running in to thousands of 
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crores is borne by a poor country like India in order 
to provide relief to the flood affected areas. 
(b) Drought 
This is a serious problem for the farmers 
because some times in some parts of the country there 
is rainfall at all and nearly 30% of the area receives 
only less than 75.0 mm of the rain which required 
additional irrigation supply for the agriculture. 
The lack of water is felt in the arid and semi-arid 
tracks of the country. Sometimes the variations in the 
rainfall in quantity and time also create problems for the 
Indian farmers and act as barriers in agricultural 
development in the country. It has also been experienced 
commonly that various parts of the country receive less 
than half of the normal rainfall and in some areas 
one forth of the normal. This creates a serious 
situation in the country resulting in the shortages 
of goods and an increase on the prices of inputs. 
This year too we are facing similar situation 
due to drought. 
(c) Frost 
In northern parts of the country, a serious 
change in the climate has been observed, i.e. 
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occurance of frost in winter which damages the 
crops of arhar, pea, gram and potato etc. and it 
reduces foodgrains production in a sizeable manner. 
However this problem may be solved by providing 
adequate supply of water for irrigation purpose. 
(d) Outbreak of Epidemics 
The pests and diseases also tend to damage 
the crops which occur almost every year. The main 
reason for t h i s s e t back i s the ignorance of the 
farmers as they consider i t as Ood given and do not 
take the necessary precaut ions and prefer to remain 
as s i l e n t spec ta to r s . For the safeguard of the crops 
ef fec t ive measures need to be taken by the farmers 
as well as the State Government. In t h i s regard 
farmers must be educated and trained in the techniques 
of p lant protect ion and e rad ica t ion of pes t s and 
diseases from the a g r i c u l t u r a l land. 
(e) Soi l Erosion 
This is a lso one of the major fac to r affect ing 
agr i cu l tu re and due to the s o i l erosion process many 
par t s of the land every year are changed from f e r t i l e 
into marginal or sub-marginal land. Due to th i s 
problem, sometimes the land becomes \ incult ivable 
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and i t has been experienced in the past in our 
country. Land is a valuable asse t of the nat ion and 
th i s regard i t may be pointed out tha t s o i l 
conservation measures need to be adopted by the 
government. Of course, the governnnent has taken 
cer ta in s teps in th i s d i r ec t ion but they are in su f f i c i en t 
to deal with the problem and more e f fo r t s are needed 
to tackle the s i t ua t i on . 
(f) Usar 
This is another problem. Many portions of the 
land in our country are lying useless and unfertile 
and the government should find out ways to make it 
cultivable. As per the records of the agricultural 
department it is estimated that about 33% of such lands 
may be made cultivable by adopting the soil management 
practices. However, this is a long term plan and it 
takes time to achieve success. 
(g) Hailstorms 
Hailstorms also cause a great damage to the 
crops. They can tackled to a grea t ex ten t by proper 
forecast ing systems and pr ior warning v/hich may 
lead to the protect ion of crops. In t h i s way a serious 
damage to the crops may be averted. 
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2 . Lack of I r r i ga t ion F a c i l i t i e s 
I t i s an open fac t t h a t I r r iga t ion i s the key 
to appl ica t ion of modern ag r i cu l t u r a l technology. 
According to one es t imate , due to limited resources 
and measures about 48.5 per cent of gross cu l t ivable 
land receives i r r i g a t i o n f a c i l i t i e s in Uttar Pradesh 
in 1983-84. This requires considerable advance 
planning for d iv i s ing programmes to i r r i g a t e a l l 
cu l t ivab le land in the s t a t e . 
3 . Inadequate Power Supply 
Many r u r a l areas do not get adequate power supply 
for i r r i g a t i o n purposes for se t t ing up tubewells and 
ptimping se t s though t h i s sector requiires p r i o r i t y . 
Power suppl ies to the i n d u s t r i a l areas and ag r i cu l tu ra l 
sector i s inadequate. Keeping in view t h a t agr icu l ture 
i s the backbone of the economy, top p r i o r i t y should be 
given to farmers in r e spec t of power supply for 
a g r i c u l t u r a l purposes. 
4 . Rotation of Crops 
This i s another important aspect of the problem. 
With the adequate supply of water, and provision of 
various useful process for the farmers, the ro ta t ion 
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of crops i s also necessary, so tha t the farmers may 
double t h e i r income through the ro ta t ion of crops. 
With the a v a i l a b i l i t y of i r r i ga t ion f a c i l i t i e s , the 
high value crops should be subs t i tu ted for lower value 
crops and adoption of b e t t e r technology should bring 
be t te r re turns per acre for the farmers. 
5. Inadequate Input Supply and Improper Use 
Agricul tural production can be increased by 
the use of high yielding v a r i e t i e s of seeds, proper 
appl ica t ion of mixed f e r t i l i z e r s as well as new scien-
t i f i c techniques and r a t iona l use of means and 
mate r ia l . In the pas t , crops were badly damaged by 
the pests and insects and the use of pes t i c ides was 
not known to the farmers. Now-a-days the use of 
pes t i c ides i s extensively made by the farmers and 
a l l e f fo r t s must be made to supply basic inputs a t 
reasonable prices to the farmers to ensure rapid 
growth in ag r i cu l tu ra l production. 
6. Mechanisation 
VJith the a v a i l a b i l i t y of modern techniques 
of production, the intensive cu l t iva t ion p rac t i ces 
are necessary and useful for multiple cropping but 
t h i s prac t ice should be adopted e f f i c i e n t l y a t the 
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the proper time. With growing industrialisation and 
migration of labour from rural to urban areas, the 
trend towards mechanisation has been increasing. The 
economic planners and policy makers have to pay 
attention to this important aspect which could solve 
many problems of the farmers. With the application 
of new technology, the Indian farmers could carryout 
the agricultural operations more effectively, timely 
and cheaply. 
7. Lack of Credit Facilities 
Money is the principal factor for all business 
operations. Likewise the capital constraint cripples 
the farmers and it checks input and output both, India 
is a country of small holdings (i.e. below five acres 
of land) and these small farmers can not provide full 
employment and generate resources. The majority of 
this class of farmers are either marginal or sub-
marginal and this class is deprived of the resources 
so essential for the growth of production and their 
in 
production is the low value crop category. Due to the 
above mentioned problems credit facilities are not 
available to them in relation to their requirements for 
the production. Whatever credit facilities are 
available to them, they are inadequate in relation 
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to their demand. As a result they become permanent 
indebtors, sometimes small farmers avoid to take the 
risk of additional investment for the fear of 
natural hazards. Ultimately the economy gets stagnant 
and the general public suffers. 
In practice it has been observed that when the 
poor farmer knocks the door of moneylenders they 
charge a high rate of interest and try to suck his blood 
and whatever they earn in the farming is paid to the 
moneylenders and they continue to remain poor and 
become poorer. The credit supplied by the cooperative 
societies and commercial banks is generally insufficient 
and they are compelled to borrow money from the 
moneylenders. 
It is the taak of planners of this country to 
consider all aspects of the problem and evolve an 
action plan which stimulates production. Besides, 
capital is also needed for making agricultural inputs 
available to farmers and also for creating infra-
structure facilities. Ways of mobilising more capital 
for agriculture particularly from nationalised banks 
have to be fully exploited. Credit facilities and 
practices have to be improved so that farm credit is 
utilised for productive purposes. 
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8. Land Reforms & Consolidation of Holdings 
Land reforms and consolidation of holdings are 
highly important, A farmer who has his holdings a t 
one place can carryout h is operations b e t t e r than the 
one whose holdings are sca t te red a l l ov«sr the 
v i l l a g e . Therefore a l l e f fo r t s mxist be d i rec ted towards 
land reforms and consolidat ion of holdings. 
9. Defective Marketing System and Storage 
The defective marketing system and lack cf 
storage f a c i l i t i e s i s another cons t ra in t faced by 
the poor farmers. The actual producer does not get 
the fu l l benef i t of h is excess production which goes 
in the pocket of middlemen or t raders who exp lo i t 
them in many ways in the form of many i r r e g u l a r 
deductions and malpract ices . 
10. Price Support 
This i s another c ruc i a l i ssue . Thie pr ice of 
the a g r i c u l t u r a l production is not fixed by the 
farmers but by the government agencies or t r a d e r s . 
The s t a t e should adopt a f a i r price pol icy to 
encourage the farmers to produce more. Also e f fo r t s 
must be made to achieve increase in p roduc t iv i ty through 
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intensive cu l t iva t ion methods in assured i r r iga ted 
areas by extending high y ie ld ing v a r i e t i e s programme. 
The pr inc ipa l aim is to maximise income per acre by 
adopting technological improvements and careful 
advance planning and to make optimal use of avai lable 
resources . This would mean the introduct ion of more 
prof i t ing and productive cropping method in order to 
ra i se the per acre output of the farmers. Besides the 
basic need of agr icu l tu re i s supply of su f f i c i en t 
inputs l ike high yielding v a r i e t i e s of seed, f e r t i l i z e r s , 
pe s t i c ides , and adequate supply of power for intensive 
development. 
Also the r i gh t t echn ica l advice and effec t ive 
marketing arrangements e s s e n t i a l alongwith the long 
term price support policy to encourage the small 
farmers who were neglected in the pas t . They must 
develop a s izeable marketable surplus by increasing 
the product iv i ty of t h e i r land. This can go a long 
way to make the country prosperous and s t rong. 
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Part II 
Specific Problems 
In this part an attempt has be3n made to 
identify the various problems faced by farmers in 
getting loans from Banks with the help of cjuestionnaire 
and interviews. As our study is mainly concentrated 
on Nationalised Banks, we have discussed the problems 
of those farmers who are getting loans from nationalise? 
banks in Uttar Pradesh. 
Finance is an essential requirement of every 
productive activity and agriculture is no exception. 
Since majority of our farmers have very small size of 
holdings and production frequently suffers from the 
vagaries of nature, the capacity of the farmers to 
save and invest in agriculture is very low. Programmes 
for the development of irrigation, soil conservation, 
mechanisation and increased use of inputs like ferti-
lizers, seeds and pesticidas, therefore, require 
substantial credit support and as such they must be 
substantially supported. 
The need to carry on farming on modern lines 
becomes all the more important with the introduction 
of high yielding varieties which give best results 
when accomplished by adequate irrigation, power supply. 
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fertilizers and pesticides. This emphasises the 
need to provide fair and easy credit to fanners. The 
lending institutions must, therefore, identify the 
multifarious problems faced by farmers, so that the 
obstructions are removed and the flow of credit is 
improved. No economy is free from problems, only 
the magnitude of the problems vary. Although the 
policy-makers have realised the dynamic role of credit, 
the problems concerning evolving of effective credit 
policies and their implementation have yet to be solved. 
These policies can properly be evolved only if they 
are based on the knowledge and experience of the real 
situations regarding the farm credit. 
The main aim of this chapter as earlier stated 
is to identify the problems of farm financing from 
the point of view of farmer (Participants and non-
participants) . For thi s purpose 300 participant 
borrowers and 300 non-participant borrowers were 
selected from the six sample districts of U.P. in the 
ratio of 3:2:1 for small, medium and large farmers 
respectively. To find out the problems of non-participants 
farmers, separate questionnaire was prepared and the 
farmers were asked to mark reasons why did they not 
avail any loan facility ? In some cases personal 
interviews were also conducted. 
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Findings and Discussion 
In this chapter an attempt has been made to 
highlight the identify of views among participants 
and non-participants. An analysis of table 5.2 may 
be of much use to the bankers for revamping their 
lending policies towards the farmers, TO ensure their 
success, the banks will have to create a better image 
in the minds of farmers. The picture summed up below 
in table 5,1 and 5,2 may not be a complete catalogue of 
reasons for non-participants, but they do provide an 
idea about the image and operations of the banks from 
the view point of farmers. By analysing table 5.1, 
it can be seen that only 20% of farmers have no 
problems in getting bank loan. It mean SO^ o of farmers 
in our sample do have some complaints regarding the 
bank loan. 
The table also reveals that a large section 
of participating borrowers (28 average, 36.o of small 
fanners) as well as non-participating borrowers 
(29.33% average, 38% of small farmers) reported that 
the process of getting loan is very cumbersome. The 
banks have evolved a clumsy procedure of lending. 
It is a tedious job to apply for loan and to persue 
it till it is finally sanctioned. Frequent visits to 
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banks involve unwarranted expenditure and vexation 
which compel some of the farmers to leave the loan 
application half wa/. The late Prime Minister 
Smt. Indira Gandhi rightly remarked that "the 
procedure of getting agricultural credit is complicated 
one. There are so many forms and formalities which 
have to be fulfilled and I will also hesitate to 
fulfil these". This underlines the need for simplifying 
the procedure of bank lending. 
The second main problem of participant 
borrowers (23% average, 34% of small farmers) is to 
obtain records from the government offices. Due to 
delaying procedures the farmers feel greatly harrassed. 
It emphasises the need for efficient administration 
and strengthening the coordination between government 
agencies and the banks. 
Ihe other problem of participant farmers (15% 
average, 20% of small fanmers) is sanctioning of 
inadequate amount of loan. It is also one of the striking 
problems which needs modification of 
the scale for granting loan to an individual farmer. 
Lack of knowledge of credit availability for non-
participants (18.33% average, 30% of the small farmers) 
and of rules and regulations pertaining to credit for 
participants (13,67% average, 24% of small farmers) 
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Table 5.1 
Problems Faced by Participating Farrners 
SI.No. Items No, of farmers Percentage Average 
Small Medium Large Small Medium Large of 
%age 
1 . 
2 . 
3 . 
No Problems 
ProblejTjs i n 
t a k i n g r eco rd 
from Govt, 
o f f i c e s 
Lack of 
S e c u r i t y 
12 
50 
23 
20 
25 
-
16 
5 
-
8 
34 
16 
20 
25 
-
32 
10 
-
20.33 
23.00 
5.33 
4. Lack of know- 36 13 2 24 13 4 13.67 
ledge of rules 
& regulation 
5. Cumbersome 55 28 10 36 28 20 28,00 
process of 
getting loan 
6. Registration 15 8 3 10 8 6 8.00 
of land 
7. Non-cooperation 33 10 3 22 10 6 12.67 
of bank staff 
8. Amount sanctioned 
for credit not 30 17 4 20 17 8 15.00 
adequate 
9. High rate of 15 9 2 10 9 4 7.67 
interest 
Number of Small Farmers 150 
Number of Medium Farmers 100 
Number of large farmers 50 
Total number of 300 
participant farmers 
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Table 5.2 
Reasons for Non-Participation 
SI. Items 
No. 
No. of farmers Percentage 
Small Medium Large Small Medium Large 
Average 
of 
;oage 
4, 
No need for 
loan 
Lack of 
Security 
10 15 10 
24 
3. Lack of knowledge 
credit 45 
availability 
Cumbersane 
process of 
getting loans 
57 
Non-cooperation 39 
of bank staff 
15 
30 
18 
16 
5 30 15 
10 38 30 
26 18 
Others 
30 
10 
20 
15.33 
7.00 
18.33 
29.33 
17.33 
6. 
7. 
8. 
Long distance 
High rate of 
interest 
The repayment 
periodicity is 
too short 
24 
15 
15 
7 
8 
10 
2 
3 
4 
16 
10 
10 
7 
8 
10 
4 
6 
8 
9.00 
8.00 
9.33 
5.00 
Number of small farmers 150 
Number of Medium farmers 10 0 
Number of large farmers 50 
Total No. of non-participant 300 
farmers 
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is also a common problem which shov/s that the 
development of banking habits in rural areas is not 
adequate in the state. 
The need of the time is that more and more 
propaganda about the bank participation in agricultural 
development and various schemes launched by banks 
should reach the simple and innocent farmers in 
remote areas. 
Tte next common problem faced by participants 
(12.67.i average, 22% of small farmers) as well as 
non-participants (17.33% average, 26/o of small farmers) 
is of non-cooperation of bank staff. This shows lack 
of adaptability and cooperation on the part of bank 
staff. There should be a complete change from urban 
outlook to rural outlook. This is the need of today. 
It is the matter of great satisfaction that government 
is paying adequate attention to this problem. 
Table 5.2 shows that the only 15.33% of the 
non-participants do not have the need for credit. 
It means that 84.67% non-participants do feel the 
need for bank credit but due to their poor socio-
economic conditions and the problems discussed above, 
they could not get any loan from banks. Therefore, 
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banks should take effective measures to encourage 
farmers for participation in rural banking activities. 
The participant and non-participant borrowers 
were asked to specify about the rate of interest 
charged by banks, 7.67% participants (10% small and 
9.0 medium) and 8;o non-participants (10% small, 8% 
medium and 6.o large farmers) complained about the high 
rate of interest charged by nationalised banks. It 
msans, the farmers specially the small ones need Bank 
loans at a lower rate of interest. 
Lack of security amongst the small farmers, 
participants as well as non-participants is also an 
important reason for slow pace of agricultural credit. 
Long distance and the short period of repayment are 
other problems of non-participants farmers. The 
Government should pay mora attention towards expansion 
of branches in rural areas to mobilise savings and 
attract deposits from rural areas. 
Considering all the aspects of the problems, 
the non-participants were asked to specify as to 
which source they preferred and why ? Majority of 
the small farmers preferred moneylenders on account of 
159 
their traditional pattern and relationship. In order 
to meet their requirement, they approach the money-
lenders easily and quickly. Though banks do provide 
credit facilities but they are insufficiejnt and time 
bound and the moneylender is available when the need 
arises irrespective of the time and period. The money 
advanced by banks and cooperatives is bound to be 
spent on agricultural purposes only but the money 
borrowed from the moneylenders is free from such 
conditions. 
Conclusion 
The development of agriculture depends greatly 
upon the rainfall which is a gamble from various 
aspects. Sometimes there is famine and drought, 
sometimes insufficient rainfall, sometimes flood, 
these elements are devastative and ruinous. The 
other natural casualities such as hailstorm, storm, 
frost and many kind of insects also damage the crops. 
The increase in production under such conditions is 
not assured, but damage and devastation can occur 
expectedly which cripples the rural economy. 
Efforts should be made to provide more and 
more irrigation facilities, improved seeds, scientific 
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means and methods to Indian farmers but despite that 
they are still far behind than their counterparts in 
other developed countries. The main reason behind this 
drawback is that some Indian farmers havi.i not changed 
their outlook in respect of modern techniques and 
improved seeds. Though modern techniques can 
undoubtedly lead them to prosperity. 
Indian farmers do not avail the opportunities 
provided to them due to their orthodex outlook and 
commercial mentality. In sowe cases it has been 
noticed that they resell the fertilizers provided to 
them at higher rates. Irrigation facilities are an 
essential pre-requisite along with improved seeds, 
fertilizers etc. In the absence of irrigation 
facilities a single crop system can be operated 
which is uneconomical and unprofitable. 
The poor Indian farmer also needs a substantial 
amount of cash credit to meet his requirements of 
working capital, including part of the normal needs 
of his family in the pre-harvest season and unavoidable 
social obligations. Since the need for such working 
capital has not been fully met by the nationalised 
banKS and other institutional credit agencies so far. 
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the small farmers have not been able to escape from 
the clutches of the moneylenders. The commercial banks 
should take firm measures in this respect. The need 
for working capital will increase rapidly once the 
small farmer starts modernising the process of 
agriculture. 
At the same time, effective steps need to 
be taken to develop the banking habits among the small 
farmers so that they keep bulk of their surpluses 
in banks. And so that they get adequate loans from 
the bank when they need it and make prompt repayments 
as they fall due. This will lead to greater mobili-
sation of savings for the benefit of all concerned. 
However, when we compare the participant 
or borrower farmers with the non-participant or 
non-borrowers farmers in the State of Uttar Pradesh, 
we conclude that nationalised banks have not been 
able to project theiaselves as the main institutions 
offering agricjltura assistance programmes. It is also 
a fact that though there are some planned and well-
throughout lending scnemes offerred by various banks 
but there is no proper response on the part of 
16 
potential loanees or farmers. The poor illeterate 
farmers must be educated by the banking agencies 
with regard to the purpose and benefits of loans 
as well as the extent to which they can offer various 
types of agricultural finance. The majority of the 
farmers are illiterate and they simply can not grasp 
the significance of various schemes offered to them. 
There should be earnest effort in terms of adult 
education programmes through which the importance and 
awareness of loan facilities to the farming sector can 
be projected and enhanced. 
Besides the procedural bottlenecks should be 
simplified. Only then farmers can avail various 
facilities offered to them. The concerned government 
quarters and departments should supply relevants 
records and information promptly and without bureau-
cratic redtapism. The urban-oriented attitudes of 
governmental agencies and bank's staff is also 
responsible for this state of affairs. Such attitudes 
should be changed as far as possible for the larger 
interest of the society, What is needed is a rural 
oriented programme of agricultural credit which is 
planned, effectively implemented and brought to fruit 
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through committed staff who have first hand 
experience of rural population. 
Hence, a coordinated effort is needefl for 
the successful implementation of farming development 
programmes. The problems of the farmers should become 
the centre piece of the whole effort. The needs and 
capabilities of farmers need to be taken into 
consideration. The banks and the farmers should 
jointly carry out the implementation of different 
schemes. There cannot be a pre-conceived theorising 
of banking loans. The whole programme has to be 
pregnantically implemented, if we are really interested 
in agricultural transformation and bringing about a 
green revolution in the country. 
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Chapter VI 
CONCLUSIONS AND SUGGESTIONS 
Conclusions 
The importance of agriculture is maintaining and 
sustaining the econcanic infrastructure of India can not 
be overstressed. India is primarily an agricultural 
country, though, of late, it is making rapid strides 
in the industrial sector also. But the fact that seventy 
per cent of India's population is employed in agriculture 
or agro-based industries makes agriculture, even now, 
the bactoone of Indian economy. However, the shortfalls 
in agricultural production, due to draught and lack of 
irrigation facilities and other institutional factors^ 
calls for immediate remedial measures to tackle the 
grim situation. 
Bank nationalisation was a landmark in the post-
independence history of India, Ihe banks which were 
mainly oriented towards urban development and 
industrialisation played a negligible role in the 
development of agriculture. Therefore, it was strongly 
felt that farming sector and small scale industries, 
should be adec[uately financed through an expanded 
network of banking operations. Consequently, many 
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leading banks were nationalised in July 1969 with a 
view to provide more credit facilities to agricultural 
sector to bring about rural developnent, India is 
predominantly a land of small-size farmers and tillers. 
It is, therefore, necessary that the small-size 
landholders be brought out of their centuries-old 
poverty, illiteracy and stagnation. More facilities 
of agricultural credit should be extended to them by 
the nationalised banks. In fact, there is a close 
relation between the development of Indian economy and 
Indian agriculture on the one hand and development of 
Indian agriculture and the development of small-size 
farmers, on the other hand, Indian economy cannot develpp 
without the development of Indian agriculture and 
Indian agriculture cannot develop without the upward 
mobility of small-size farmers. 
The present study was undertaken with the 
explicit objective of examining the pattern of financing 
of small and medium sized farms by nationalised banks, 
in some selected districts of U.P., identifying 
the problems faced by small euid medium sized farmers 
in getting finance from nationalised banks, and 
suggesting corrective measures to tackle the problems 
faced by small and medl\im farmers who form the bulk 
of the Indian farming ccsnmunity. 
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The methodology adopted for arriving at 
conclusions in this regard was to personally contact 
small and medixim sized farmers in some selected 
districts of U.P, to collect information about the 
pattern of finance, impact of finance and problems 
faced the participant as well as non-participant 
farmers, 
Nationalised banks have played a pivotal role 
in the developnent of agricultural sector in the 
recent past particularly in providing credit facilities 
to the down trodden sections of the society. Prior to 
nationalisation of banks, the lending policies of 
banks were mainly directed towards the industrial 
sector and the very approach of banking system was 
urban-oriented. It directly or indirectly roililated 
against the interests of farming coninunity. The 
banks were nationalised with the objectives of 
affective credit planning, greater mobilisation of 
resources, control over monopolies, more efficiency 
and better service to customers. 
The performance of commercial banks in terms 
of branch expansion and advances to agriculture 
sector has been quite impressive. The number of 
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branches of these banks increased by 44,764 from 8,321 
in July 1969 to 53,085 in March 1986. Of these, the 
nationalised banks, numbering 20, accounted for an 
increase of 21,008 branches followed by the Regional 
Rural Banks (12,629 branches) and State Bank Groups 
(8,326 branches). 
As regards deployment of credit to agriculture, 
it is observed that there is a sizeable improvem«it 
in the performance of Commercial Banks, While in 
December 1969, the share of agricultural sector credit 
to total credit was 7.1 per cent it rose to 18.1 per 
cent in March, 1985. 
However, notwithstanding the problems of 
implementation, the process of agricultural assistance 
has to be accelerated if the agricultural sector is to 
be set on the rails. Without a substantial increase 
in the assistance programmes farmers will not be able 
to meet the daily contingencies of agricultural 
profession, not to speak of facing the vagaries of 
weather and the lack of major infrastructural facilities 
like provision of fertilizers, manure, seeds and 
irrigation. Besides, it would be impossible especially 
for the small size farmers, to bring waste and fallow 
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land under cultivation or to protect the land under 
cultivation without substantial agricultural credit, 
therefore, the problems of implementation should be 
resolved through evolving reasonable criteria based 
on the availability of data and administrative 
experience gathered so far. It has got to be a trial 
and error method. The resolution of these problems 
and the evolutioi of sound criteria for Implementing 
agricultural financing programmes will be a significant 
contribution of our planners towards the establishment 
of a socialist pattern of society in IndiLa. 
With the advent of new technology the need for 
advanced agricultural technology is increasing day by 
day. It entails chemicals, fertilizers, pesticides, 
and high-yielding varieties of seeds. Such infra-
structural inputs cannot be arranged merely by the 
personal savings of farmers. That is why there is 
an increasing d«nand for agricuHtural credit. The 
agricultural credit facilities play a catalytic role 
in bringing about a revolutionarjr change, A proper 
dose of farm-credit introduces technological 
sophistication apart from giving a healthy, competitive 
170 
and commercial turn to agricultural production. 
Agriculture financing consists of two types 
viz. direct and indirect. Direct finance includes 
short term loans to farmers for the purchase of 
production inputs, such as, seeds, fertilizers, 
pesticides, the cost of cultivation, labour charges, 
irrigation charges etc., medium/long term loans for 
developanent purposes like irrigation, purchase of 
tractors, improvement of land, development of 
plantations, construction of godowns and cold storage, 
purchase of pximp sets etc. The indirect finance 
comprises loans to farmers through societies like 
PACS, FSS, LAMPS etc. 
Among public sector banks. Nationalised Bank's 
share was 62.5 I5er cent and that of SBI Group 34.0 
per cent in total agricultural lading in 1973 in U.P. 
As regards direct finance. Nationalised Banks share 
was 68.0% and SBI group. Share was only 29.2% in 
1973, Out of the total short terra agricultural loans 
advanced by the Commercial banks in March 1980, 27.7 
per cent of the total beneficiaries belonged to small 
farmers but there share in total outstanding short 
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term loan was 25.4 per cent. By 1982, the percentage 
of small borrowers was increased to 29*5 per cent and 
their share in total outstanding was also increased 
to 27.7 per cent. As regards the medium farmer 
borrowers, the percentage of beneficiaries increased 
from 16.4 per cent to 19.5 per cent while their share 
in total amount of short term loans decreased frcMti 
26.8 per cent in 1980 to 25.0 pesr cent in 1982. 
In June 1983, 39.4% of the total beneficiaries 
belonged to marginal farmers but their share was only 
28.2%. By 1984, though the number of marginal 
borrowers remained nearly the same and their proportion 
to total borrowal accounts also remained almost same. 
As regards small farmer borrowers, their number 
increased from 29% to 35.5% and their share in total 
amount of short term loans also increased from 27.6% 
in 1983 to 31.5% in 1984. The average amount of short 
term loans per borrowal accounts of marginal farmers 
slightly increased Rs.805 in 1983 to Rs.873 in 1984 
while that of small farmer rose from Rs.1,073 to 
Rs.1,222 during the same period. 
As far as medium/large farmers are concerned, 
by June 1983, 31.6% of the total beneficiaries belonged 
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to the category of medium and large farmers but their 
share in total outstanding was 44,2%. By 1984, though 
the n\iinber of mediunv/large borrowers decreased from 
31,6% to 30,3% and their proportion to total borrowal 
accoxints also decreased from 44,2 to 39,6%, 
The data show that much has been done in post-
independent India with a view to uplift the small-size 
and marginal farmers.and to provide necessary where-
withal to these sections of Indian society which form 
the bulk of its population. The nationalised banks 
have done well in meeting out the capital and current 
expenditure of farmers by providing them agricultural 
advances. However, much needs to be done to ameliorate 
the conditions of agriculturists if India is to emerge 
on the industrial and agricultural map of the world. 
These banks need to make intensive and extensive 
surveys of the credit-needs across the length and 
breadth of U.P, in order to formulate appropriate 
plans and programmes for the upliftment of small-size 
and marginal farmers. The banks will really be making 
a significant contribution IQ-the rejuvenation of 
argriculture if they adequately plan viable policies 
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of agricultural assistance, for the importance of 
agricultural sector in the overall economic map of 
India cannot be overstressed. 
When we compare both classes of fanners 
borrovrer and non-borrower we find that although both 
had nearly Identical cropping pattern in the base 
year 1980-81, the borrower's achievement were more 
than the non-borrowers. The borrower farmers were 
able to achieve the target of grow more by high 
yielding varieties of wheat, rice and hybrid maize 
by the use of fertilizer, irrigation etc, and the 
non-borrowers were left behind by the borrower farmers 
in this respect. It can, therefore, be concluded that 
nationalised banks have made a good contribution in 
increasing farm production by the use of high yielding 
varieties. 
To facilitate comparison, the yield rates of 
crops grown were computed in the present work. It can 
be observed that the production of borrower farmer 
far exceeded the non-borrower one. In case of improved 
varieties, both the groups achieved a significant 
increase but the Increase of borrower class is higher 
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than the non-borrower. 
It is, therefore, observed that the borrower 
secured substantial increase both in terras of productivity 
and net income per acre. The full impact of this 
increase can be measured and understood when we compare 
and contrast it with stagnation in crop productivity 
in the case of non-borrower farmers. In case of borrower 
farmers there was a significant improvement in 
irrigation facilities, in the use of fertilizers and 
other inputs which led to marked improvement in crop 
productivity. So it can be concluded that bank loans 
have significantly contributed towards the developmait 
of agricultural production in case of borrower farmers. 
It is, therefore, essential that a systematic and 
integrated agricultural development programme be 
devised and implemented throughout the length and 
breadth of Uttar Pradesh, 
There are some General problems as well as 
specific problems faced by fanners in getting loans 
from nationalised banks, India is a country of poor 
farmers and most of them are unable to afford costly 
inputs such as high yielding varieties, fertilizers. 
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pesticides etc. There are various general problems 
such as lack of rainfall, flood, drought etc, which 
are devastative for the Indian fanners. The other 
natural calamities such as hailstorm, frost, storm 
and many kinds of insects also damage tlie crops and 
this costs the farmers heavily. 
Most of the Indian farmers are illiterate and 
their outlook is orthodox. Thus, they do not avail 
the various banking facilities provided to them. 
Effective steps need to be taken to develop the 
banking habits among fanners so that they get adequate 
loans from banks to meet their expenses of farm 
operations. 
Id rural areas power supply is not adequate 
for irrigation purposes. In the absence of adequate 
irrigation facilities, a single crop system can be 
operated which is uneconomical and unprofitable. 
Modem agriculture techniques can not be used 
effectively without adequate power and water supply. 
Wie price of agricultural products is not fixed 
by the farmers but by the government agencies or 
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traders while the industrialists fix the price of 
their products with sufficient margin of profit. 
Government should form a committee consisting of 
the representatives of trade, industry, government 
and farmers to examine the issue of price of 
agricultural products. 
The size of land holdings in U.P. is generally 
small and fragmented due to which modern implanents 
and machinery can not be used economically. The 
consolidation of holdings is urgently needed and 
efforts should be made to conpbine small and fragmented 
holdings into a complete large size plot. This will 
facilitate the use of modern agricultural implements, 
save time of the farmers in supervising the crops 
and will help in resorting to multiple cropping. 
Finance is the critical constraint for Indian 
farmers. All productive activities like farming, 
programmes for the development of irrigation, soil 
conservation, mechanisation and increased use of 
inputs like fertilizers, seeds and pesticides, 
require substantial credit support and as such 
they must be substantially supported. 
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The other main problems of participant and 
non-participants farmers were: ciimbersome process of 
getting loan, difficulty in having records from 
government offices, lack of knowledge about the 
availability of credit and compliance of too many 
ruled and regulations regarding the availability of 
bank loans. Non-cooperation of bank staff is also a 
common problem faced by the participant as well as 
non-participant farmers. 
Another problem of participant farmers was 
sanctioning of inadequate amount of loan. It is one 
of the striking problems which requires a modification 
of the scales for granting loans to individual farmers. 
Lack of knowledge about the availability of credit 
is also a problem for non-participant fajrmers. This 
shows that the development of banking habits in 
irural areas is not adequate in the state., 
Suggestions 
The process of providing agricultural credit 
needs to be streamlined. Deposit is the backbone of 
bank actii'Lties and bank should pay greater attention 
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towards mobilisation of deposit In order to make 
the bank's business a success. The following steps 
needs to be urgently taken in this regard. 
1) All possible steps should be taken to motivate 
villagers for greater savings. Deposits and credit 
disbursement should be increasingly interlinked and 
correlated. There should not be procedujral Impediments 
in the allocation of agricultural assistance. Also 
It is desirable that the business should mainly be 
translated in vernacular or local language. This 
will lead to a great appreciation and understanding 
of the problems faced by farmers, 'Rie interest rates 
should be rationalised. This will go a long way 
in facilitating mobilisation of deposits and allocation 
of credit facilities. In a developing country like 
India, it will help in diverting resources from non-
organised sector to organised sector. 
2) It will be in the fitness of things that each 
customer should possess a credit card duly signed 
and stamped by block and revenue authorities wherein 
a proper account of the customer land, the Irrigation 
facilities available in the proposed land and his credit 
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wor th iness a re c l e a r l y mentioned. Such a mechanism 
w i l l lead t o minimisat ion of p rocedura l de l ays and 
speedy d i s p o s a l of a g r i c u l t u r a l c r e d i t . 
3) There should be g r e a t e r under s t and ing between 
the farming community and the bank management to 
ensure optimum u t i l i s a t i o n of c r e d i t f a c i l i t i e s . 
There should be an organ ised e f f o r t in t h i s d i r e c t i o n . 
An agency on the p a t t e r n of an Insurance Company may 
be c r e a t e d wi th a view t o b r i ng about a g r e a t e r measure 
of in t imacy between the farmers and bank o f f i c i a l s . 
The agen t s of the proposed agency should t r y to square 
out a l l the p rocedura l problems t h a t s e rve as 
d i s - i n c e n t i v e s to the p r o s p e c t i v e cus tomers . 
4) Sometimes i t i s observed t h a t memters of the 
farming community do n o t repay t h e i r loan i n s t a l m e n t s 
with in the s t i p u l a t e d t ime . This does n o t n e c e s s a r i l y 
mean *ha t the d e f a u l t e r i s n e c e s s a r i l y d i s h o n e s t . 
I t may be t h a t he i s n o t ab le to repay h i s dues on 
account of n o n - u t i l i s a t i o n of c r e d i t . I t i s , 
t h e r e f o r e , impor tant t h a t farmers should be p r o p e r l y 
moni tor ing be done in r e s p e c t of u t i l i s a t i o n of 
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c r e d i t s . They should be educated in s c i e n t i f i c 
a g r i c u l t u r a l a c t i v i t i e s . Farmers should be provided 
adequate inputs^ s to rage and marketing f a c i l i t i e s . 
If n e c e s s a r y , an A g r i c u l t u r a l Advisory Counci l should 
be s e t up for the s c i e n t i f i c and planned moni tor ing 
of a g r i c u l t u r a l development p r o c e s s . 
5) I t i s suggested t h a t a g r i c u l t u r a l c r e d i t 
programme shouldbe a t r a i n e d and planned endeavour. 
Due t o d i v e r s i f i c a t i o n of banking a c t i v i t i e s , i t i s 
d i f f i c u l t f o r the farmers to keep pace w i t h changing 
technology for b r ing ing about a g r i c u l t u r a l development. 
Therefore , f a c i l i t i e s should be provided for proper 
t r a i n i n g of c r e d i t - c u s t o m e r s . Also the bank s t a f f 
needs a p p r o p r i a t e t r a i n i n g to ensure t h e i r e f f e c t i v e 
performance in var ious jobs ass igned t o them. The 
t r a i n e r s must a l s o possess the necessa ry s k i l l s and 
a p t i t u d e t o c a r r y o u t t h e i r r e s p o n s i b i l i t i e s e f f e c t i v e l y , 
6) Al l c r e d i t progr^mines should take 
an i n t e g r a t e d view of the whole problem. The 
gene ra l c o n d i t i o n s of Indian farmers a re so appa l ing 
and p a t h e t i c t h a t they u t i l i s e the p r o d u c t i v e c r e d i t s 
toward off t h e i r day to day d i s t r e s s . So what was 
r e q u i r e d to be inves ted in product ion i s i n v e s t e d 
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in consumption. Therefore, any productive loan 
system should take into consideration the daily needs 
of farmers as well as their consumption pattern. 
Otherwise the whole production development system 
will lead farmers back into the net of traditional 
moneylenders. 
7) There should be greater coordination among 
public sector banks in the disbursement of agricultural 
credit. Public sector banks should be managed by 
efficient personnel dedicated towards achieving the 
goal of socialist society based on economic growth 
with social justice. 
8) Nationalised banks should establish in expanded 
network of branches in the rural areas. These branches 
should have a rural orientation and cater to the needs 
of small farmers. It is, therefore, imperative that 
banking activities should spread out into the length 
and breadth of the state so as to expand the agricultural 
assistance programme as widely as possible. 
9) To make the agricultural development programme 
a success, there should be a vigorous propaganda 
machinery to propagate the aims and objectives of 
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governmental c r ed i t p o l i c i e s . In fac t , the farming 
community is generally ignorant about the launching 
of new c r e d i t schemes by the banks. Therefore, su i table 
cinema s l i de s and TV documentaries should be prepared 
with a view to educate and inform the prospective 
customers about c r e d i t schemes avai lable to them. 
10) The procedure for sc ru t in i s ing the loan-applicat ion 
and other formal i t ies should be simplified and stand-
ardised. The number of required documents should also 
be reduced to the minimum. The lending po l ic ies of 
banks should be uniformly implemented. 
11) The banks should conduct surveys and s tudies 
concerning the impact of bank finance in selected towns 
and v i l l a g e s , so as to find out the number of people 
who are d i r e c t l y benef i t ted by the bank finance, in 
terms of increased earnings , standard of l iv ing e t c . 
I t should, however, be stressed t h a t no sugges-
t ions for effect ive implementation of any economic 
programme are fool-proof. There are many impediments, 
cons t r a in t s and bottlenecVs in the actual implementation 
of any development programme, procedural delays and 
the problems of bureaucra t i sa t ion and red-tapism may 
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be found. The ego-classes and vested i n t e r e s t s w i l l 
always conspire to make a nonsense of any developmental 
scheme formulated with bes t of the in t en t ions . We are 
indeed conscious of these inherent d i f f i c u l t i e s , b u i l t 
into the very texture of any human endeavour. 
However, i t is hoped t h a t the above suggestions, 
if properly implemented, w i l l go a long way in minimising 
if not e l iminat ing the problems of implementation in 
the ongoing endeavour of ag r i cu l tu ra l development. 
Therefore, the nat ional ised banks, the Reserve Bank of 
India (RBI), National Bank for Agriculture and Rural 
Development (l^ 'ABARD) and economic planners should take 
ef fec t ive steps for the speedy and timely implementation 
of c r e d i t po l i c ies and for the simplication of 
procedural fo rmal i t i es . The banking' sector should 
have a c l e a r - c u t policy-framework in order to make 
the c r e d i t operations a success. Otherwise, the 
farming community wi l l go from bad to worse and th i s 
wi l l u l t imate ly affect the progress and economic 
performance of the e n t i r e nat ion . 
!::!|!::::; \ittt::: 
1*1 A P P E N D I C E S I* 
Hi*"^ * * * * * * * * * * * * * * "*" * * 
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APK;NDIX^I 
QUESTIONNAIRE FOR PARTICIPANT FARMERS 
The p u r p o s e of t h i s q u e s t i o n n a i r e i s t o a s s e s s t h e i m p a c t 
of c r e d i t s u p p l i e s on t h e p r o d u c t i v i t y of Farms and t o 
i d e n t i f y t h e p rob lems f a c e d by f a r m e r s i n g e t t i n g loan 
from n a t i o n a l i s e d banks i n U . P . 
!'ame of Fa rmer 
S i z e of h o l d i n g s 
Address 
D i s t . 
1 . Give d e t a i l s of C u l t i v a b l e l and u n d e r d i f f e r e n t 
c r o p s y e a r - w i s e from 1980-81 t o 1984-85 
( i n a c r e s ) 
Name of i g g o - S l 1981-82 1982-83 1983-84 1984-85 
t h e j^Yv o t h e r s HYV o t h e r s HYV O t h e r s HYV O t h e r s HYV o t h e r s 
c r o p 
Paddy 
Wheat 
Maize 
Suga rcane 
O t h e r c r o p s 
1 . 
2 . 
3. 
4 . 
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2. Give d e t a i l s of the y i e l d of d i f f e r e n t c rops y e a r -
wise from 1980-81 to 1984-85, 
( in q u i n t a l s ) 
Name of 198O-8I 1981-82 1982-83 1983-84 1984-85 
HYV Others HYV Others KYV Others HYV Others HYV Others 
c rop 
Paddy. 
Wheat 
Maize 
Sugarcane 
Other c rops 
1. 
2 . 
3 . 
4 . 
3. Give per ac re e x p e n s e s / c o s t on d i f f e r e n t c rops yearwise 
as under, ^^^^^ 
Name of iggo-S l 1981-82 1982-83 1983-84 1984-85 
HYV Others HYV Others HYV o t h e r s HYV Others HYV Others 
c rop 
Paddy 
Wheat 
Maize 
Sugarcane 
o t h e r s Crops 
1. 
2 . 
3 . 
4 . 
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4. Give details of utilization of the loan sanctioned to 
you. 
Purposes Date of Amount of 
Expenses Expenses 
i) For the purchase of cattle 
ii) For the purchase of seed or 
fertilizer or insecticides 
iii) For irrigation purposes 
iv) For the purchase of agricultural 
implements 
v) For cultivation of fallow land 
vi) For releasing mortgaged land 
vii) For land reforrn 
viii) For meeting past loans 
ix) For others 
5. What benef i t did you drive from the u t i l i z a t i o n cff loan ? 
(a) Increase in production 
(b) Increase in Income 
(c) Increase in saving 
(d) Increase in Standard of l iving 
(e) In What way the incremental income was u t i l i z e d . 
6. What were the reasons for delay in the repayment of 
loans ? 
(a) Destruction of crops due to flood, drought and 
other seasonal reasons. 
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(b) Excess expenditure on marriages and other 
social function 
(c) Reduction in the prices of corn 
(d) Excess in medical and other contingent expenses 
(e) price policy of the government in regard to 
crop. 
(f) other reasons 
7. Did you face d i f f i c u l t i e s in having bank loan Y 
If so , what were the reasons ? Please mention in 
order of p r i o r i t y . 
(a) Cumbersome process of get t ing loan 
(b) Compliance of too many rules and regu la t ions . 
(c) Delay in the payment of instalments 
(d) problem to offer as mortgage 
(e) Amount sanctioned for c r ed i t is not adequfete 
(f) Non-cooperation of bank staff 
(g) High r a t e of i n t e r e s t 
(h) Others 
8. Whether the t ranspor t f a c i l i t i e s for t ranspor t ing 
your produce to market are sa t i s f ac to ry ? 
Yes No 
9. Whether proper storage facilities are available 
in your area/village/town ? 
Yes No 
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10. Please give suggestions for simplification, relaxation 
or improvement in rules and practices in regard to 
bank lending to agriculture.... 
Thank you very much for your help and cooperation. 
APPENDIX-2 
QUESTIONNAIRE FOR NON-PARTICIPANT FARMERS 
The p u r p o s e of t h i s q u e s t i o n n a i r e i s t o compare and 
c o n t r a s t t h e p r o d u c t i v i t y of p a r t i c i p a n t and n o n -
p a r t i c i p a n t f a r m e r s and t o i d e n t i f y t h e r e a s o n s . 
Why d i d t h e y n o t a v i i l any l o a n f a c i l i t y . ? 
^ l ) 
Name of f a r m e r 
S i z e of h o l d i n g s 
Address 
1 . Give d e t a i l s of c u l t i v a b l e l and u n d e r d i f f e r e n t 
c r o p s y e a r - w i s e from 1980-81 t o 1984-85 
( i n h e c t a r e s ) 
Name of 1980-81 1981-82 1982-83 1983-84 1984-85 
the crop HYV others HYV Others HYV Others HYV Others HYV 0th-
____________________^______^ ers 
Paddy 
Wheat 
Maize 
Sugarcane 
Other crops 
1-
2. 
3. 
4. 
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2. Give d e t a i l s of the y i e l d of d i f f e r e n t c rops yearwise 
from 1980-81 to 1984-85. 
( in Qu in t a l s ) 
Name of 1980-81 1981-82 1982-83 1983-84 1984-85 
the HYV Others HYV Others HYV Others HYV Others HYV Others 
c rop 
Paddy 
Wheat 
Sugarcane 
Other Crops 
1. 
2 . 
3 . 
3 . Why did you no t a v a i l the loan ? (Please mention in o rde r 
of p r i o r i t i e s ) . 
(a) No need for loan 
(b) Lack of s e c u r i t y 
(c) Lack of knowledge of c r e d i t a v a i l a b i l i t y 
(d) Cumbersome process of g e t t i n g loan 
(e) Non-cooperat ion of bank s t a f f 
(f) Long d i s t a n c e 
(g) High r a t e of i n t e r e s t 
(h) The repayment p e r i o d i c i t y i s too s h o r t 
( i ) Others 
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4 . From which source you p r e f e r t o take loan and why •> 
(a) Commercial banks 
(b) Coopera t ive S o c i e t i e s 
(c) Land Development Bank 
(d) Money l ende r s 
(e) o t h e r s 
5. Give your suggestions to popularise bank loans 
(a) 
(b) 
(c) — 
(d) 
(e) 
Thank you very much for your help and cooperation. 
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